For Official Use Only 


daily Report—— 


Supplement 


East Asia 


FBIS-EAS-89-238-S 
Wednesday 
13 December 1989 


For Official Use Only 


East Asia 
SUPPLEMENT 


FBIS-EAS-89-238-S CONTENTS 13 December 1989 


NOTICE TO READERS: An * indicates material not disseminated in electronic form. 


JAPAN 
China 
Kaifu Desires Improved Relations With PRC /NIJHON KEIZAI SHIMBUN 12 Dee]... 1 
Chinese Prodemocracy Student Leaders To Visit (JTIT) oo.cc.ccccccccccccsscceeseeereeeeeneeeeeeeneeeseeseenenensennenes l 
Wuer Kaixi To Inaugurate Prodemocracy Base /SANKE] SHIMBUN 9 DOC] .........00c0ccceeeeeeeereeees l 
Relations With PRC in Wake of Tiananmen Viewed /ASAHI] EVENING NEWS 12 Dec] ....... 2 
PRC Spokesman Urges Japan To Resume Aid [JIIT) oocccccccccccccccccccssssesseeeseesseeeneeseeeneennsensensenseeenenees 2 
Article Views Japanese Ventures in China /THE JAPAN ECONOMIC JOURNAL 9 Dec] ............. 3 
Firms Retain Enthusiasm for Investment in PRC /NIJHON KEIZAI SHIMBUN 4 Dec] ............00+.. 4 
Chinese Association Urges Active Exchanges /MAINICHI DAILY NEWS 3 D@c]  .....cccccccccccceeeveees 4 
No Change in Aid to Philippines Foreseem (JIT) o.......cccccccccccccccecsseesseesseeeseeeseeeseeeeeeeesenseesseneneeeneennens 4 
Malta Meeting 
Kaifu Says Naval Disarmament To Take Time /JIIT) oo........cccccccccccsccccssscesseesseeeseeeeeeeeeeeeeeneneneeeeenees 5 
Editorials Assess Results of Meeting im Mahta o..............ccccccccccsscssssessseesseesssesseeseeeeseeseseeseensenseeseensenenss 5 
‘Benchmark’ in Superpowers’ Decline /THE JAPAN TIMES 5 DO@e] o..cccccccccccccccssessesseseeeeeenees 5 
Effect of Outcome on Japan /YOMIURI SHIMBUN 4 D@C] o........0.ccccccccccesseecseseeseeeeenseeneneenes 6 
Japan's Role on World Scene /ASAHI] SHIMBUN 6 DOC] oo.......cccccccccccceesseeseeeeeseseeeseeeeceeeeenenes 6 
Cold War Declared Over /ASAHI EVENING NEWS 5 DO] ........c0cccccccccesseeceesseseeseeeeenerecenees 7 
Journal Views Implications /THE JAPAN ECONOMIC JOURNAL 16 DO] ......0.c0c00000000000 8 
Ties With U.S., USSR Unchanged By Malta Talks /THE JAPAN TIMES 10 Dec] ........00000000 9 
Defense Bracing for USSR Disarmament Initiative /JIIT) o..........ccccccccccccscceseeeseeseeeeeseeneeenenneennees 10 
Column Views Foreign Policy in Post-Malta Era /ASAHI EVENING NEWS 7 Dee] .........0000000000 10 
Japan Urged To Take ‘Political Leadership’ /THE JAPAN TIMES 8 Dee] .........ccccccccccsesseeeeeeeeeeees | 
More Active Role for Japan Urged /MAINICHI DAILY NEWS 6 DO] o.......cccccccccseseeseeeeeeeees 12 
Article Views East-West Ties’ Effect on Asia /THE DAILY YOMIURI 7 DOC] o......cc.ccccccccseeeeeeeeees 13 
Government, Business Leaders Welcome Results (FIJI) ..........ccccccccccsesceeseceesseeeecensseesneneeeeneeenseeneees 14 
Ministry "Source’ on Soviet Ties After Malta /MAINICHI SHIMBUN 7 Dec] ........0.c.c00c00eceeeeeeeeees 14 
Regret Over Meeting Missing Territorial Issue /SANKE] SHIMBUN 7 Dec] 00.........0.cc0cc0cc0ceeereeeeeees 15 
Watanabe Sees No Change in Asian Security /ASAH] SHIMBUN 9 De@c] o.........ccccccccccceeceseeeeeeevenes 16 
JCP Issues ‘Detailed Statement’ on Meeting (SPS) ...............ccccccssscssssscessssssscsssseesesesscsssesssesssesesseeeees 16 
Soviet Union 
USSR’s Martynov Speaks About Post-Malta Era /ASAH/] SHIMBUN 5§ Dec] ......0....0.c0cssesceseeeseevees 17 
‘Concern’ Over Trade Deals With USSR, E. Europe /THE DAILY YOMIURI 2 Dec/ ............... 18 
Business Seeks Greater Cooperation With USSR /MAINICHI SHIMBUN 4 Dec] ..........0.00000000000 19 
Defense Wants Soviets To Release Data First /THE JAPAN TIMES 30 Nov] ..........cc0sss0ssseseeeeeeeeees 19 
Business Leader on Economic Ties With USSR /NIJHON KEIZAI SHIMBUN 6 Dec] ...........000000 20 
Japanese Firms Join West Siberian Oil Venture /MAINICHI DAILY NEWS 1 DOC] ........0.00000000000 20 
Trans-Siberian Optical Fiber Cable Firm To Form /ASAHI EVENING NEWS 9 Dec] ............. 21 
Companies To Jointly Produce Thermoses in USSR /NJHON KEIZAI SHIMBUN 3 Dec] ...... 21 
Meeting With USSR on AIDS Ends With Agreement (FIFI) oo...ccccccccccccccssssssessesseenenseeenenennenneeennns 21 
United States 
Reaction to U.S. Support for USSR in GATT /ASAHI EVENING NEWS 7 Dee] .......0.c0c0c0000000 22 


Technology Transfer Causes Japan-U.S. Friction /NIJHON KEIZAI SHIMBUN 4 Dec] ..............++ 22 


FBIS-EAS-89-238-S 
13 December 1989 2 SUPPLEMENT 
Kaifu Pledges To Narrow Price Gap With U.S. [JIT] ....cccicssscssssessssssessssseseessssecesseeseeserscessseceseneeees 23 
Foreign Minister Views U.S. SII Talks /THE DAILY YOMIURI 4 DOe] cooccccccccccccccccccccsererrves 23 
Japan-U.S. ‘Friction’ Expected Over Markets /THE DAILY YOMIURI 9 Dee] oooccccccccccccccccccee 23 
Daily Warns Against Trade Protectionism /N/JHON KEIZAI SHIMBUN 28 Nov] oo..cccccccccccccce 24 
Ishihara Attacks U.S, Congress Over Book /MAINICHI DAILY NEWS 4 Dee] oocccccccccccccccccccvve 26 
* Shintaro Ishihara Plans Visit to U.S. /SANDE MAINICHI 3 DO6]  cocccccccccccccccccccsscecevcscecseeveeevvvees 26 
Businesses Provide Guidelines for Conduct in U.S. /THE DAILY YOMIURI 4 Dee] cococcccccccccccs. 27 
‘Sharing Burden’ for U.S. Forces Viewed /THE DAILY YOMIURI 10 Dee] coccccccccccccccccccccccceserooves 28 
Editorial Views U.S. Defense Authorization Bill /MAINICHI DAILY NEWS 8 Dee] oocc.....6000000. 29 
Government To Reexamine Forestry Policy (JUST) .........ccccccsscsssssssssssssessesessesesserssssessesssesensssescenssenes 30 
East Europe 
Kaifu Seeks To Help Stabilize Eastern Europe (J1IT) o.....cccccccccccscssscsssssssesesessesssessvsvseesevsnecsneeseeravsenves 30 
Editorial Comments on Changes in East Bloc /MAINICHI DAILY NEWS 29 Nov] o.......0660600006. 30 
YOMIURI Urges West To Lead in Europe /THE DAILY YOMIURI 6 Dee] oo.cc..c06666666..600000000000 31 
Bankers Willing To Support E. European Nations /YOMIJURI SHIMBUN 6 Dee] o.....66......00.66006 32 
Japan-SFRY Committee Head on Cooperation /THE JAPAN TIMES 29 Nov] .......0..006600000. 32 
JCP Wants USSR To Withdraw From East Europe (SPS) oocccccccccccccccccccccsessesesssseeseeseceseeeveeeeeesoens 33 
Column on Effect of East Europe Reforms on JCP /THE DAILY YOMIURI 11 Dee] ..........0...... 34 
Other Countries 
Kaifu To Declare New Policy During European Tour /TOKYO SHIMBUN 9 Dec]  ...........0...... 35 
Government Supports European Development Bank /ASAH/ SHIMBUN 10 Dec] .................. 35 
Japan Supports Peace in Central America /YOMIURI SHIMBUN 6 DOC] o........0666.660.06000000000000000000 35 
Ministry Voices Concern Over Central America (JIIT) oo......ccccccccccccccssessessesseessesseeseenseeeceeseeeeeeeseeeeees 36 
National Affairs 
Kaifu Not Changing Defense Buildup Goals (J7IT) o...........cccccccccsecscssesesssseseesesseseeseeseeeseeesneceeseesseceees 36 
Official Says No Change in Defense Policy /YOMIURI SHIMBUN 5 Dee] o.......6c.ccccc00ccc00cccc0ccceveees 36 
DFAA to Pay for Construction at Okinawa Base /MAINICHI SHIMBUN 5 Dee] .......0.........0...... 37 
Kaifu Hints at Late January House Dissolution /JIIT) oo........ccccccccccccscsseseesceseesseseesseeseeveneeceesceceevevens 37 
Columnist Views LDP’s Tax Revision Plan /THE JAPAN TIMES 3 DOC] o...0...0.00.000060060000000000000000 37 
Pundits Believe LDP To Win Majority in Election /THE JAPAN TIMES 6 Dee] .......0..0.......6.0000. 38 
Paper Views LDP Panel Report on Political Reform /4SAH/] EVENING NEWS 30 Nov/ ....... 39 
Analysis Says JSP’s Popularity Not Long-Lasting /MAINICHI DAILY NEWS 2 Dee] .................... 40 
Komeito Leader Rules Out Coalition With LDP ([J7IT) ooooocccccccccccccccccccccssessseeseessseesecseceeeneeeeeeeeeenes 41 
JCP Plenum Notes Bankrupt Soviet Socialism (JPS] ...............cccccccsscssesssecssesssesssecssecessesesseessereeeees 41 
ED GE  sicssssssssssssssusssess, .  venmisienenmmannmnmmeneetquet: 42 
FCP Views POst “HENS IR CHB ERVRRIOR LITE .....ccccccssscccsescccsscscccsccssscsscsvsccsss-cosssscssssescssescosesers 43 
JCP’s Miyamoto Meets Romanian Ambassador /JPSJ o...........cccccccceseesesseesenee senesaneugsmmmeneseessnnensne 44 
Nf fe PF) ee 44 
I EE 44 
JCP Opposes Romanian-Led International Meeting /JPS] oo........ccccccccccccccsseccecessseeeeeeeeeeeeeeenees 46 
JCP Statement Marks Outbreak of Pacific War [JPS] oo........ccccccccccccccsscesseccssecssseesseeeeeeeeeeeeeeeeeeeeeeeees 46 
Opposition Urged To Participate in Reform Study /THE DAILY YOMIURI 29 Nov] ................... 47 
* Opposition Parties’ Governing Ability Examined /SANKE/] SHIMBUN 9 O08 o000000...0.06..60.0060000- 47 
Parties Agree to Work Together in Election /MAINICHI DAILY NEWS 8 Dee] o.........0..00000000.-. . 48 
Economic Afiairs 
White Paper on Economy, East Bloc Aid Viewed /ASAH/] EVENING NEWS 29 Nov] ................... 49 
Further Press Comment on White Paper Aired /THE DAILY YOMIURI 30 Nov] o..........0.6..00.00 50 
* Increased Number of Mergers Reported /NJHON KEIZAI SHIMBUN 19 Oct] o.......0..60666...0000 51 
* Pacific-Basin Nations Development Expands /CHUO KORON Sep 89] o..........cc.ccccccccccceeececeeeeeees 51 
Exporters Aim To Meet Call To Double Imports /THE JAPAN ECONOMIC JOURNAL 9 Dec] .. 58 
Trade Minister Urges Incentives for Imports /JIIT) oo.......cccccccccccccscccsseessesseeeeeseesseecseeeeeseeeeeeeereeecens 60 
Kaifu’s Leadership in Tax Revision Questioned /THE JAPAN TIMES 2 Dee] oo.0...0.00...6606000000000060 60 


New Tax Revision Termed ‘Failure,’ ‘Nonstarter’ /THE DAILY YOMIURI 4 Dec] .........00....00...... 61 


FBIS-EAS-89-238-S 


13 December 1989 3 SUPPLEMENT 
* Exploring Issues of Changes in Fiscal Policy /NJHON KEIZAI SHIMBUN 19, 20 Oct] .........0..+. 61 
Bank of Japan Readies for Reorganization /THE JAPAN ECONOMIC JOURNAL 9 Dec? ............ 64 
* Mitsui To Begin North Sea Oil Production /NJHON KEIZAI SHIMBUN 22 Nov] .............0000000+ 64 
International Effort Urged for Hypersonic Plane /THE JAPAN TIMES 7 Dec] .........cccs00s000ese000e0es 65 
Techology Developed To Mass Produce Titanium /MAINICHI DAILY NEWS 29 Nov] ..........060. 66 
Japanese Emigrants Seek Higher Quality of Life /THE JAPAN TIMES 1 Dec] ...........cccccccecceeeeeeees 66 
NORTH KOREA 
Progress in U.S.-DPRK Relations Examined /Tokyo MAINICHI SHIMBUN 29 Nov] ...........0cc000c000000000 68 
CAMBODIA 
Pol Pot Allegedly Still Supreme Leader /Tokyo MAINICHI SHIMBUN 5 Dec] 0.........cc0cccccccceeeeeesseeseeeeees 70 
PHILIPPINES 


Guerrilla Leader on Muslim Mindanao Issue /TOKYO SHIMBUN 2 Dé] ......ccccccccccccccccsessseceecssereeeseeeeees 71 


FOR OFFICIAL USE ONLY 


FBIS-EAS-89-238-S 
13 December 1989 


China 


Kaifu Desires Improved Relations With PRC 


OW 1212152489 Tokyo NIHON KEIZAI SHIMBUN 
in Japanese 12 Dec 89 Morning Edition p 2—FOR 
OFFICIAL USE ONLY 


[Text] Prime Minister Kaifu expressed desire for 
improved relations with China in a liaison meeting of the 
government and the Liberal Democratic Party on 11 
December. Speaking about a move toward a break- 
through in the strained U.S.-China relations witnessed in 
U.S. National Security Advisor Scowcroft’s recent visit 
to China, he said: “It is not good that China relations 
with Western countries are kept strained since the 
Tiananmen Square incident. Resolution of the matter is 
desirable for various reasons.” 


Meanwhile, a senior Foreign Ministry official, asked to 
comment on this question, gave his view that Japan 
should watch specific actions China will take, saying: 
“My position is that I am neither pessimistic nor opti- 
mistic about the result of Mr Scowcroft’s visit to China. 
It is not my impression that the outlook for improved 
relations between the United States and China has 
become completely bright by the visit.”’ 


Further expressing the views that (1) President Bush 
timed the envoy’s visit to China with the recess of the 
U.S. Congress and (2) when the recess is over, things will 
not be so easy for the President, the official contended 
that it is necessary that China make appropriate 
responses by late January of aext year when the recess of 
U.S. Congress is over. 


Chinese Prodemocracy Student Leaders To Visit 


OW08 12152889 Tokyo JIJI in English 1333 GMT 
8 Dec 89—FOR OFFICIAL USE ONLY 


[Text] Tokyo, Dec. 8 (JIJI PRESS)}—Three leaders of 
China’s pro-democracy student movements, who 
defected to France following the June Tiananmen mili- 
tary crackdown, will visit to Japan from next Tuesday, it 
was disclosed Friday. During their week-long stay, the 
trio, including Wuer Kaixi, will attend a rally here to be 
sponsored by a Japanese group supporting China's dem- 
ocratic movements, informed sources said. Wuer Kaixi, 
a deputy chairman of a group in France advocating 
democracy in China has been wanted by Chinese author- 
ities for his part in an alleged attempt to topple the 
Chinese Government. The other two Chinese coming to 
Japan are leading members of the the group's secretariat, 
the sources said. 


Some government officials have voiced opposition for 
the Foreign Ministry to issue visas to the Chinese in fear 
of a further deterioration in Sino-Japanese relations that 
were soured in the wake of the Tiananmen incident. One 
Foreign Ministry official said there is no reason for the 
ministry to refuse visas for the three leaders, who have 
taken the correct steps to enter Japan. 


JAPAN 1 


Wuer Kaixi left China to France after the June 4 crack- 
down on pro-democracy students and workers and orga- 
nized the democracy-for-China group there. He also 
reportedly is organizing a similar group in the United 
States. The informed source speculated that the aim of 
his forthcoming visit may be to establish an affiliate in 
Japan. 


Wuer Kaixi To Inaugurate Prodemocracy Base 


OW 1212043889 Tokyo SANKEI SHIMBUN in Japanese 
9 Dec 89 Morning Edition p 1—FOR OFFICIAL USE 
ONLY 


[Text] A reliable source concerned with Chinese affairs 
in Tokyo revealed on 8 December that Mr Wuer Kaixi, 
a Chinese prodemocracy movement leader now residing 
in the United States, and Mr Wan Runnan, another 
prodemocracy leader who fled to France following the 
Tiananmen Square incident in June, are scheduled to 
arrive in Japan on 13 December. 


They are scheduled to attend the inauguration of the 
Japan chapter of the “Front for Democracy in China,” 
an international anti-establishment and prodemocracy 
organization based in Paris which was set up in late 
September. The ceremony is scheduled for 16 December 
in Tokyo, and the organizers hope to make Japan an 
Asian base for China's prodemocracy movement. 


According to the source, He Yishin and Yang Zhongmei, 
Chinese prodemocracy advocates in Japan, are being 
mentioned as candidates for chairman of the Japan 
chapter. 


Mr Yang is reportedly in the United States now, holding 
discussions with Wuer Kaixi and others on preparations 
for the inaugural ceremony. 


Wuer Kaixi was a leader of the prodemocracy movement 
that swept across China from mid-April to early June 
this year; he served as chairman of a Beijing student 
self-rule group during that time. After fleeing to France, 
he launched energetic activities in Paris and soon 
became vice chairman of the “Front for Democracy in 
China.” He is now studying at Harvard University. 


Mr Wan Runnan was vice chairman of the Sitong Group 
Inc., a computer-related enterprise in China, who pro- 
vided financial support to such prodemocracy cam- 
paigners as Wuer Kaixi. He is now chief secretary of the 
“Front for Democracy in China.” 


Commenting on the visit to Japan of the two men, the 
source noted: “Japan is the most ideal base for the 
prodemocracy movement. With the visit of the two men, 
the ground will be laid for formation of a full-scale 
organization.” 


FOR OFFICIAL USE ONLY 


FOR OFFICIAL USE ONLY 


2 JAPAN 


Relations With PRC in Wake of Tiananmen Viewed 


OW1312123589 Tokyo ASAHI EVENING NEWS 
in English 12 Dec 89 p 3—FOR OFFICIAL USE 
ONLY 


[ASAHI SHIMBUN 12 December editorial: *‘Remember 
Tiananmen Square’’] 


[Text] Brent Scowcroft, national! security affairs adviser 
to U.S. President George Bush, has visited China and 
met with top Chinese leader Deng Xiaoping. Although 
the ostensible reason for Scowcroft's visit was to explain 
the outcome of the Malta summit to the Chinese leader- 
ship, there was no doubt that he also went in hopes of 
mending strained relations. 


Since the Tiananmen Square incident last June, the 
United States has upheld economic sanctions against 
China, including an arms export ban. China has coun- 
tered by jamming Voice of America broadcasts. It would 
not be an overstatement to say that the relationship 
between the two countries has never been worse since 
their historic reconciliation in the early 1970s. 


China’s relations with the United states and other 
Western democracies deteriorated as a result of Beijing's 
armed suppression of pro-democracy students and other 
citizens. So long as the Chinese leadership keeps 
insisting that the Tiananmen Square incident was a 
“riot” and not a “tragedy,” an unbridgeable gap will 
remain between China and the Western world. 


But now that the superpower summit in Malta has given 
added impetus to detente, Washington apparently has 
come to believe that forcing China into prolonged isola- 
tion will not only have a negative bearing on the world 
and China itself, but also run counter to America’s global 
strategy. 


Former U.S. President Richard Nixon, who visited Bei- 
jing in late October and conferred with Deng, asserted 
that even though China still refused to acknowledge the 
Tiananmen Square incident as a tragedy, it would be an 
even greater tragedy to let America’s relations with 
China—a relationship that once contributed so much to 
peace and prosperity in Asia—deteriora\t. beyond repair. 


This argument must have swayed Washington enough to 
make it rethink its confrontational stand against the 
Chinese Government. 


Deng reportedly told Scowcroft that China and America 
should mend their ties despite the differences of opinion 
and that their good relations would be indispensable to 
global peace and security. We believe both sides have 
now recognized that there are long-term, common inter- 
ests to be pursued and that they should move toward 
reconciliation. 


Japan, having denounced the Tiananmen Square inci- 
dent, banned exchanges of high-level government offi- 
cials and froze negotiations on new yen loans to China. 
However, Japan has refused to impose any other forms 


FBIS-EAS-89-238-S 
13 December 1989 


of economic sanction against China and consistently 
opposed driving China into isolation. Given this back- 
ground, it would not be unnatural for Japan to watch 
how the Sino-American reconciliation goes and feel out 
China's response and try to improve ties gradually. 


However, one must bear in mind that not only are Japan 
and China bound deeply in the areas of history and 
culture but they also share certain wartime memories. To 
forge a truly desirable Sino-Japanese relationship Over 
the long term, the Japanese Government must carefully 
consider the feelings of the Chinese leadership and the 
public alike. 


Negotiations should start shortly on 810 billion yen in 
loans promised to China by former Prime Minister 
Noboru Takeshita. Japan cannot and must not renege on 
this promise. But in deciding on when and how to deliver 
it, care must be taken to make sure that the loans will 
benefit the Chinese public. 


Japan is often criticized by the world for pursuing its 
own economic interests when extending foreign aid. It is 
important to bear firmly in mind that the whole purpose 
of giving aid is to help people of the recipient nation. 


Nearly six months have passed since the Tiananmen 
Square incident, but this passage of time certainly does 
not void the criticisms directed against the Beijing 
government from humanitarian and democratic stand- 
points. In seeking to improve its relations with Beijing in 
the days ahead the Japanese Government must continue 
reminding China of this. 


Universal human values such as humanitarianism and 
democracy are now gaining strength and moving the 
world. We strongly hope thatt he Chinese leadership will 
face this reality squarely, for those are the values on 
which China’s reform policies should really be based. 


PRC Spokesman Urges Japan To Resume Aid 


OW0712044389 Tokyo JIJI in English 1432 GMT 
6 Dec 89—FOR OFFICIAL USE ONLY 


[Text] Beijing, Dec. 6 (JIJI PRESS)}—China hopes Japan 
will not link economic assistance to China with the 
martial law controversy that has soured bilateral rela- 
tions for about six months, an external trade official said 
Wednesday. 


Meeting with Japanese reporters now visiting this 
country on a journalist exchange program, Ye Ru Gen, a 
spokeman for the Chinese Ministry of Foreign Economic 
Relations and Trade [MOFERT], urged Japan to resume 
new economic aid frozen after the June 4 Tiananmen 
square military crackdown on pro-democacy students 
and workers. 


Ye’s remarks were taken as criticizing Japan and other 
Western-bloc nations which have demanded the lifting 
of martial law in Beijing as a condition for the resump- 
tion of new economic assistance to China. 
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The spokesman said that Sino-Japanese economic rela- 
tions should return to the level prior to the Tiananmen 
incident. 


Ye pointed to agreements already reached between 
Japan and China to esiablish an organization for pro- 
moting Japanese investment in his country and hold a 
conference to study increased technology exchanges. 


But he said that the Japanese Government has yet to 
send to China a mission to survey Chinese projects to be 
covered by a third yen loan. 


Martial law in Beijing, which has nothing to do with 
China’s basic policy of opening up its domestic 
economy, is purely an internal matter and China has no 
intention whatsoever to make concessions on this 
problem, Ye emphasized. 


The spokesman also proposed that non-governmental 
entities in the West bolster investment in his country 
which he said is redoubling its efforts to improve infra- 
structures such as energy supplies, transportation and 
harbor facilities. 


Article Views Japanese Ventures in China 


OW0612183089 Tokyo THE JAPAN ECONOMIC 
JOURNAL in English 9 Dec 89 p 37—FOR OFFICIAL 
USE ONLY 


[Part six of the “Japan’s Future in China” series: “China 
Plants a Link in Asia Production Network”’] 


[Text] Striding down the aisle of his small factory in 
Fuzhou, Fujian Province, China, Yasuhiro Kanekiyo, 
executive vice president of Mindong Hitachi Power 
Tools Co., picked up a plastic part almost at random. 
“This is made in Japan,” he says. “Previously, all parts 
were made in China.” 


The switch tells the story of what is happening to 
Japanese-affiliated manufacturers in China. They are 
caught in a conundrum of cost, quality, foreign currency 
flows and political pressure. China wants these factories 
to export to earn foreign currency. 


The manufacturers, however, are finding they can’t rely 
on locally made components to achieve quality accept- 
able in foreign markets. But importing components cuts 
their foreign “urrency surplus. 


The emerging trade-off is to make the China plants 
additional links in Asia-wide production networks, even 
though they were originally intended to be independent 
manufacturing bases. 


Parts Quality 


Mindong Hitachi is a case in point. The company was 
established in 1984 as a three-way venture of Hitachi 
Koki Co., 50 percent; Fujian Investment and Enterprise 
Corp., 30 percent; and Mindong Electric Corp., 20 
percent. It originally found local sources for most com- 
ponents. 


JAPAN 3 


The piece Kanekiyo held up, for example, was originally 
ordered from a local manufacturer based on the quality 
of samples. But the quality declined soon after the local 
maker geared up for mass production. 


Bearings are another example. Japanese manufacturers 
were initially able to obtain high-grade bearings in 
China. But after orders were placed the quality dropped 
off. The Chinese keep the highest-quality bearings for 
export to earn foreign currency. The company is now 
importing all bearings from Japan. 


Most Japanese manufacturers deliberately tried to pro- 
cure locally as much as possible. But China’s parts 
manufacturing base proved weaker than expected, 
resulting in a number of problems. Mindong Hitachi has 
a high local content ratio—85 percent. But it also has a 
component rejection rate of over 15 percent in its 
finished output. To boost quality, Kanekiyo says the 
firm has decided to import more parts from J:.pun. 


Costs are another problem. Japanese trading house offi- 
cials in Shanghai say that Chinese-made parts and mate- 
rials are not cheap. It is actually cheaper to import 
components from Japan in some cases. This partly due 
to China’s high inflation rate, which in urban areas runs 
around an annual 30 percent. 


Foreign Currency 


Meanwhile, the Chinese Government continues to press 
these operations to bring in foreign currency. The value 
of exported products must outweigh that of imported 
components. To ensure this, some joint ventures are 
exporting products originally intended for the domestic 
market. 


Fuman Toys Co., a joint venture between Bandai Co.’s 
55 percent-owned Hong Kong subsidiary and two Chi- 
nese manufacturers, imports all resins, metallic and 
rubber parts from Japan or Hong Kong. To keep its 
foreign currency flows balanced, it already exports more 
than 70 percent of its output. But the firm is seeking 
additional markets abroad to secure growth and main- 
tain the balance. 


“We want to shift simple products bound for the Chinese 
market to across-the-border trade if we can afford to do 
so,” says a Bandai executive. 


Hong Kong is emerging as the center of these production 
networks. 


The China subsidiary of Seiko Epson Corp, Epson Engi- 
neering (Shenzhen) Ltd., buys all its printers, small 
motors and other components from the Hong Kong 
subsidiary, Epson Precision Hong Kong Ltd. The Hong 
Kong unit procures less expensive high-quality parts 
from Southeast Asian nations. And the Shenzhen com- 
pany’s finished products are then exported through the 
Hong Kong subsidiary. 


Kazutoshi Kikuchi, president of the Hong Kong com- 
pany, says: “In our understanding, the Shenzhen plant 
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and the Hong Kong unit are working as one complete 
combination. Lacking either would stall the system.” 


Other companies seem to agree and are following Seiko 
Epson’s lead. The factories, which China had hoped 
would be stable independent sources of foreign 
exchange, are turning out to be connected to networks 
that are drawing all Asia together. 


Firms Retain Enthusiasm for Investment in PRC 


OW06 12063289 Tokyo NIHON KEIZAI SHIMBUN 
in Japanese 4 Dec 89 Morning Edition p 17—FOR 
OFFICIAL USE ONLY 


[Text] The desire of leading, medium-sized and small 
companies to enter the Chinese market remains una- 
bated. Despite concern that investment in China may 
decl*ne, in the 6 months since the 4 June Tiananmen 
incident more than 10 leading medium-sized and small 
companies have set up joint ventures in China, and by 
year-end a further number of companies are expected to 
enter the Chinese market. This is because they have 
decided that the only way to counter the efforts of NIES 
(newly industrializing economies) countries to catch up 
is to engage in local production in China, where labor 
cost and raw materials are inexpensive. Many of them 
believe that political instability will not affect cities in 
the provinces. It is expected that more medium-sized 
and small companies will be entering the Chinese 
market. 


Gamakatsu (main office in Nishiwaki City, Hyogo Pre- 
fecture; president: Shigekatsu Fujii), a major manufac- 
turer of fishing hooks, will set up a joint venture for 
secondary processing of fishing hooks in a Shanghai 
suburb before the year ends. The company aiins to 
engage in production in China by using its abundant 
labor resources, and export to Japan and other countries. 
O. H. Industries (Higashi-Osaka City; president: 
Yoshimichi Shimizu), a manufacturer of hammers and 
other products, will form a joint venture with another 
Japanese company, one Taiwanese company, and one 
Chinese company to set up a plant for processing indus- 
trial hammer handles. Keiryu Sangyo (Osaka City; pres- 
ident: Ryuzo Ikegami), a wholesaler of construction 
materials, will start negotiations to set up joint venture 
industrial chemical plants in Dalian and Shenyang early 
next year. 


President Hisayasu Kawabata of Kawahisa (Osaka City), 
which opened the largest Japanese restaurant in China, 
the “Shanghai Kawahisa Restaurant,” in Shanghai on | 
December, said, ‘Although there is political instability 
right now, investments of not only Japanese companies, 
but also European and American companies will 
increase in the future.” He thus explained his motive for 
entering the Chinese market. 


Vice President Akio Yamamura of Silky (Kadoma City, 
Osaka; president: Kikuzo Yamamura), which set up a 
company manufacturing knitted underwear in Nantong 
City, Jiangsu Province—the first one after the 
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Tiananmen Incident, said, ‘Political instability exists 
only in Beijing. When you build a plant in China where 
land is inexpensive, you can do it with 100 million yen, 
around 1/30 of the cost in Japan. You also solve the 
problem of labor shortage."’ That is how he described the 
merits of investment in China. 


Chinese Association Urges Active Exchanges 


OW04 12121589 Tokyo MAINICHI DAILY NEWS 
in English 3 Dec 89 p 12—FOR OFFICIAL USE 
ONLY 


[Text] Sun Pinghua, president of the China-Japan 
Friendship Association, has called for active promotion 
of civil exchanges with Japan, despite the strained offi- 
cial relations between the two countries following 
China’s suppression of pro-democracy demonstrators in 
June. 


Sun noted that the incidents in Beijing have had a 
certain effect on China-Japan friendship activities, but 
added, “it is natural that two nations with different 
social and political systems will not concur on all issues.”’ 


He said the people of the two countries should expand 
their ties in order to help open the stalemate between the 
two governments. 


Sun was speaking at the fourth friendship exchange 
meeting between the two Asian neighbors. It was the first 
gathering since the Beijing incident on June 3-4 with 
caused Japan and Western nations to take a harsh stance 
toward China. 


Masayoshi Ito, president of a parliamentary league for 
Japan-China friendship, said Japan, in considering its 
coherent ties with China, should lead the United States 
and Europe in creating better relations with China. 


Sun said China's present leadership is stable and capable 
of handling its economic crisis in the face of the reluc- 
tance by industrialized Western nations to extend eco- 
nomic assistance. 


Sun added that China will pursue open economic poli- 
cies. 


He arrived in Tokyo on Sunday for a visit until Nov. 30 
at the invitation of the Japan-China Friendship Associ- 
ation. 


No Change in Aid to Philippines Foreseen 


OW08 12212889 Tokyo JIJI in English 1228 GMT 
8 Dec 89—FOR OFFICIAL USE ONLY 


[Text] Tokyo, Dec. 8 (JIJI PRESS)}—Finance Minister 
Ryutaro Hashimoto told reporters Friday that the coup 
attempt in the Philippir cs will not change the framework 
of Japan’s economic assistance to that country. 


But it is necessary for Japan to exchange information 
with the Philippines and watch the situation there for the 
time being, Hashimoto said. 
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The coup attempt had an unfavorable psychological 
impact, because the country was considered compara- 
tively stable among free economies in Asia, he said. 


It is importan’ to seek ways to eliminate such psycho- 
logical damage at both governmental and private levels, 
he added. 


Malta Meeting 


Kaifu Says Naval Disarmament To Take Time 


OW08 12141189 Tokyo JIJI in English 1316 GMT 
8 Dec 89—-FOR OFFICIAL USE ONLY 


[Texiy Tokyo, Dec. 8 (JIJI PRESS)}—Prime Minister 
Toshiki Kaifu, commenting on the recent U.S.-Soviet 
Malta summit, said Friday the burgeoning thaw in 
Fast-West relations will not extend to the Asia-Pacific 
theater very soon. 


There ' suld be some iime before East-West naval dis- 
armament takes place in the Asia-Pacific region, he said 
at the Japan National Press Club. 


Pointing to fundamental gaps in the military climate 
between Europe and the Asia-Pacific region, the prime 
minister stressed the importance of maintaining the 
current Japan-U.S. security setup for the time being for 
the benefit of both countries. 


On relations with the Soviets, Kaifu said that his gov- 
ernment will maintain the policy of linking the decades- 
old territorial issue to the expansion of Japanese eco- 
nomic cooperation with the communist power. 


But he emphasizea the need for a well-balanced expan- 
sion of Soviet-Japanese exchanges as a means of building 
confidence between the two countries. 


In this respect, he expressed his hope that the planned 
visit to Japan in 1991 by Soviet President Mikhail 
Gorbachev will si:.nulate talks for better bilateral rela- 
tions. 


Editorials Assess Results of Meeting in Malta 


‘Benchmark’ in Superpowers’ Decline 


OW0612031289 Tokyo THE JAPAN TIMES 
in English 5 Dec 89 p 20—FOR OFFICIAL USE 
ONLY 


[Editorial: ““A New Age’s Hopes and Uncertainties’’] 


[Text] Historic transformation in the climate of interna- 
tional affairs was confirmed last weekend at the Malta 
summit between U.S. President George Bush and Soviet 
President Mikhail Gorbachev. The long turbulent but 
also remarkably stable postwar era in global politics was 
brought to an of cial close at this storm-battered 
meeting of the two superpower leaders. For the first time 
since 1945, the promises and uncertainties of a new age 
stand before us. 
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This climatic change points to the most significant fact 
about the two-day talks off Malta: The two leaders were 
able to exchange views on a wide range of topics knowing 
that the fundamental interests of the United States and 
the Soviet Union were in unprecedented accord. The end 
of the zero-sum game (the losses of one side were the 
gains of the other) that has dominated the previous 16 
superpower summits permitted both sides to achieve the 
goals of their quite different agendas. 


During the preparations for the meeting, the Bush 
administration had emphasized the informal nature of 
this ‘“get-to-know-you” weekend in the Mediterranean 
because the Americans were determined not to negotiate 
with the Soviets over the heads of their European North 
Atlantic Treaty Organization (NATO) allies. This pos- 
ture explains why Mr. Bush merely agreed to agree on 
such important issues as the substance—as opposed to 
the timing—of both the Vienna talks on reducing con- 
ventional weapons in Europe and the START negotia- 
tions on cutting the strategic nuclear arsenals of the 
superpowers by 50 percent. 


Mr. Gorbachev's needs were very different. The deep- 
ening crisis in the Soviet economy has put the Kremlin’s 
formidable idea men under new pressure. The endless 
stream of proposals from Moscow that have kept Mr. 
Bush off balance are now important in a different way. 
The point no longer is to retain the psychological advan- 
tage in world opinion by embarrassing the White House, 
but quite the reverse: to win the kinds of agreements 
from the Americans that wili bolster Mr. Gorbachev's 
vulnerable position at home. 


This dynamic explains the historic agreement of the 
Bush administration to end U.S. opposition to observer 
status for the soviet at the General Agreement on Tariffs 
and Trade (GATT), the organization founded in 1948 to 
encourage free trade. The step cost Mr. Bush nothing 
while helping to integrate the Soviet Union into the 
world economy. Membership in some form in both the 
World Bank and the International Monetary Fund could 
follow. 


If the Soviets codify their new commitment to religious 
freedom—something Mr. Gorbachev stressed in the 
first-ever meeting between a Soviet leader and a pope, 
then “most favored nation” status with the U.S. could 
result. The price almost certainly will be free exit from 
the Soviet Union for thousands of Soviet ‘ews yearning 
to emigrate. 


Mr. Gorbachev is also keen to convene a new Helsinki 
conference to update the work of the forum of 35 nations 
created in 1975 to improve cooperation and under- 
standing across the East-West divide, especially in 
human rights. But here, as in the case of the Vienna 
conventional arms talks, the superpowers cannot art 
alone. 


Such limits suggest that the Malta summit is a also a 
benchmark in the relative decline of the power of Wash- 
ington and Moscow to direct world affairs. This is true 
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even in that old superpower preserve, strategic weapons. 
Once agreement is reached on a 50 percent cut, it will 
become important to give the British and French, both of 
whom maintain strategic arms, places at the superpower 
table. 


European commentators already are arguing that if the 
U.S. reduces its troops in Europe by any significant 
degree, Britain, France, Italy and Germany (reunited or 
otherwise) may have to increase their commitments to 
Western Europe's conventional defense substantially. 
Such are the new uncertainties facing a continent that 
has spawned two world wars but is now in danger of 
losing the structures—NATO, the Warsaw Pact, Com- 
munist Party rule—that have ensured stability for four 
decades. 


This revolution holds important lessons for Japan. 
Europe is altering at a lightning pace; East Asia, that 
other Cold War frontier, only slowly. the strategic logic 
that has underpinned America’s commitment to Japan 
and the Pacific necessarily will be challenged by recent 
events in Europe. The message of the Malta summit for 
East Asia is this: the postwar status quo is dissolving 
whether we are ready or not. The old East Asian com- 
placencies will no longer do. 


Effect of Outcome on Japan 


OW0612110489 Tokyo YOMIURI SHIMBUN 
in Japanese 4 Dec 89 Morning Edition p #—FOR 
OFFICIAL USE ONLY 


[By correspondent Yoshida] 


[Text] Washington, 3 Dec—At the U.S.-Soviet summit 
meeting, President Bush made comprehensive proposals 
for improving relations with the Soviet Union. At the 
meeting, the President conveyed to the Soviets U.S. 
plans to grant the Soviet Union the most-favored-nation 
status with some conditions attached, and proposed to 
start negotiations on a U.S.-Soviet investment treaty. 
This will certainly spur the two countries to move toward 
improving relations, mainly in the economic field, and 
will also have a great effect on Japan’s future diplomacy 
toward the Soviet Union. 


Out of consideration for U.S. allies, greatly shocked at 
the normalization of Sino-U.S. relations in the Nixon 
administration era, President Bush consulted closely 
with major U.S. allies before the summit meeting was 
held. In an effort to obtain Japan’s understanding, the 
U.S. State Department explained the outline of agenda 
items to be brought up at the summit meeting to Deputy 
Foreign Minister Hisashi Owada, who visited the United 
States just before the summit meeting was held. How- 
ever, the reversal of the U.S. stance toward the Soviet 
Union appeared to have gone beyond Japan’s anticipa- 
tion. 


In the past, Japan has been in the habit of conducting its 
diplomacy toward the Soviet Union, faithfully reflecting 
U.S.-Soviet relations and studying the face of the United 
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States. Under tense East-West relations, the United 
States has not liked Japan's independent diplomacy 
toward the Soviet Union, and its moves to depart from 
the West's strategy against the Soviet Union. This can be 
seen in the U.S. attitude to Japan on the heels of the 
violation of the Coordinating Committee for Export 
Control to Communist Nations (Cocom) regulations by 
Toshiba Machine Co. 


At a time when close economic ties between the United 
States and the Soviet Union are expected to make 
progress in the wake of the summit meeting, Japan is 
faced with tasks of how to deal with such issues as 
Japan's participation in the Siberian development and 
its economic and technological cooperation with the 
Soviet Union, and how to formulate and put forward its 
independent diplomacy toward the Soviet Union. 


Japan’s Role on World Scene 


OW0612123489 Tokyo ASAHI SHIMBUN in Japanese 
6 Dec 89 Morning Edition p 1—FOR OFFICIAL USE 
ONLY 


[“Coordinates” column article by Masumi Ishikawa, 
editorial writer: “*Post-Malta and Japan”) 


[Text] Never in the past have people been able to witness 
so clearly the act.on of the axis driving world history—so 
I thought as I was watching the scenes taking place in 
Malta. 


What will happen in the future? Of course, there are 
many uncertain and unknown factors waiting, but then, 
after all, the future has never been predictable or reas- 
suring. In fact, people normally cannot understand even 
the present well enough. They are bound to hesitate to 
talk about the future. 


Whole World Feels Change 


But, this time, anyone can see the present. I can see it in 
the smiling faces of the people going over the Berlin 
Wall, or in the news conference given by the U.S. and 
Soviet leaders, looking more like the leaders of allied 
nations than anything else. We can see them smile. What 
is more, it is not just me who is seeing it happen. I am 
watching it, while feeling all the people in the world are 
watching it at the same time. 


Communications by electronic waves and satellites help 
history move faster. I guess all these combined are called 
international relations. Whatever they may be, there is 
no doubt that, compared with the very recent era, so 
many more people are watching the present and thinking 
the long, cold war era is over. 


Now, I will turn my eyes on Japanese politics. What do 
I see? I see nothing. 


I cannot see what kind of helping hand Japan intends to 
offer to this moving world. All Prime Minister Kaifu said 
was to express his sentiment: “I think it was a good 
thing.” Even the Foreign Ministry did aot go beyond 
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showing its position of “welcoming” it. Even where 
Japanese-Soviet relations are concerned, what the min- 
istry said was that it will “watch how the Soviet Union 
reacts.” 


As usual, it will not want to make a move on its own, but 
will only stand by the position of letting things “run their 
course.” This is a revelation of the character widely seen 
in the Japanese, as | pointed out a long time ago. 


Can Japan, remaining like this, really “desire peace for 
all time, and be deeply conscious of the high ideals 
controlling human relationships” (as declared in the 
preamble of the Constitution)? Can it “occupy an hon- 
ored place in an international society striving for the 
banishment of tyranny and slavery, oppression and 
intolerance for all time from the earth” (as in the 
preamble)? 


There is no reason why Japan should do nothing to help 
world politics move in a bright direction. For instance, it 
can do the following: 


Aid to Reform in Soviet Union 


When we think of various ways a backward step could 
effect the Soviet Union, we feel uneasy about the pos- 
sible downfall of Supreme Soviet Chairman Gorbachev. 
Experts point out the possibility that the man in power, 
saddled with vanous domestic issues—including eco- 
noinic difficulties, nationalist movements, and public 
discontent—would face downfall. For this reason, Pres- 
ident Bush expressed his intention to prop up *.r Gor- 
bachev, using the word “help.” 


How about Japan helping perestroyka, promoted by 
Chairman Gorbachev, achieve success with firm resolve? 
However, this would face hurdles created by the basic 
policy of the Japanese Government. The basic policy or 
“the inseparability of politics and economy,” is that 
there will o* no economic cooperation with the Soviet 
Union unless the northern territones issue 1s resolved, 
and the Japanese Government is saying that there is no 
need to change this policy, even after the Malta summit. 
Drastic changes taking place in Europe will bring 
changes to the Soviet view on this issue, and signs of 
change are already emerging. How should we take these 
changes into consideration? Needless to say, the resolu- 
tion of this issue will face strong resistance from the 
national sentiment of the Soviet people. The Japanese 
Government should at least consider a new policy in 
“the new age.” 


Prevailing views within the Japanese Government are 
that tensions are easing in Europe, but there is no change 
in the northwest Pacific near Japan. We cannot take 
detente so lightly. When we consider that the interven- 
tion of the United States and the Soviet Union have 
generated changes in Europe, is it not a right course for 
Japan to grope for ways to ease tensions in neighboring 
nations? 
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Of the national tragedy brought about by World War II, 
there is the Korean peninsula, where two parts of a 
divided nation hate each other. We think there is a 
Japanese role in helping the people of the Korean pen- 
insula join the current trend. If Japan speaks out for 
detente in Asia as European nations are making moves, 
it can be said that this is the very duty of “big Japan.” 


It is good for the Japanese Government to be cautious 
about taking rash and thoughtless actions. However, | 
think that lying t shind this caution is a lingering idea of 
the cold war in the attitude of the Japanese Government. 
If the cold war is viewed as having come to an end or 
avout to come to an end, it cannot be cited as the reason 
for all policies. However, the government refuses to do 
so. 


Japan’s Ability Will Be Questioned 


Perhaps, the government is of the opinion that the cold 
war has not ended, and is still doubtful whether or not it 
is about to come to an end. The government is believed 
to fail to see present moves which are reported in real 
time to, and are supported by, the world public. If it sees 
this fact, it can see history. 


If Japan does not move now, thereby missing the chance, 
its ability will be questioned. 


Cold War Declared Over 


OW0612121989 Tokyo ASAH! EVENING NEWS 
in English 5 Dec 89 p 3—FOR OFFICIAL USE ONLY 


[ASAHI SHIMBUN 5 December editonal: “A New 
Era’) 


[Text] Has the “Iron Curtain stretching from the Baltic 
Sea to the Adriatic Sea,” as Winston Churchill described 
it, at last been buried at the bottom of the Mediterranean 
Sea off the coast of Malta? 


The summit between US. President George Bush and 
Soviet leader Mikhail Gorbachev, held in bad weather 
abroad a ship at Malta in the Mediterranean Sea, saw the 
cold war declared over and the two nations express the 
intention to cooperate in creating a new international 
order. 


Although the talks were initially announced to be of 
informal and preliminary nature, the two leaders met for 
a total of eight hours over two days, yielding more fruit 
than was expected. 


What strongly impressed us in the summit was the fact 
that the American and Soviet leaders both seemed to 
know their own limits in their powers and that they tried 
to behave with reserve. 


Even in their responses to questions put forwarc by 
journalists during a press conference, it was possible to 
see that the Jnited States and the Soviet Union are 
beginning to review their power politics to some extent. 
At ule same time, it may be taken as proof that the 
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position of the two nations as superpowers has been 
reduced in reiation to Europe and Japan gaining power. 
The Malta summit was held against such a backdrop. 


It can be said that the “Yalta order,” which had pre- 
vailed in the world since the 1945, has now in effect been 
dissol\ ed. 


The talks in Malta spanned a variety of fields, but the 
main themes were arms control as well as economics, 
which are connected to all issues discussed in the 
meeting. 


Concerning talks on strategic arms reduction and cutting 
conventional forces in Europe, Bush expressed his 
enthusiasm for addressing such issues by suggesting 
dates for the start of the negotiations. 


Judging from the circumstances, Gorbachev should have 
no objections to Bush's suggestion. The issues of arms 
control and disarmament have come a step closer to 
resolution. 


We value this outcome highly. But there are other 
problems remaining. 


Concerning the issue of a reduction in strategic arms, we 
welcome the reduction of such arms by half but at the 
same time we fee. anxiety over the two nations up- 
grading their nuclear weapons. We must keep watch over 
future U.S.-Soviet negotiations so that the negotiations 
are not just limited to discussing reduction in numbers. 


As wo reducing conventiona’ forces in Europe, the two 
leaders used prudent words out of consideration for 
European countries. But we can see that the views of the 
leaders of the Eastern and Western blocs are drawing 
closer and that the future for arms reduction negotia- 
tions looks bright. 


After the Malta meeting, Bush attended a NATO confer- 
ence in Brussels and Gorbachev attended a meeting of 
Warsaw Pact members in Moscow. We would like to 
focus our attention on how the two military blocs would 
change after the two confer nces. 


It is a well-known fact that economy is a major cause for 
great excitement and changes on the international scene. 
It is only natural that the two leaders paid grave atten- 
tion to economic issues in the meeting. 


Bush attracted attention for his decisions concerning 
economic issues. His decision to allow the Soviets 
observer status at the General Agreement on Tariffs and 
Trade meetings is one such example. 


The U.S.-Soviet summit preludes the beginning of a new 
age. How should Japan, which has established a new 
status with its economic might, cope with this situation? 


One of the issues the two leaders could no. agree on 
during their arms conirol and disarmament discussions 
was the issue of naval disarmament. This issue includes 
questions of grave concern for Asia, such as what should 
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be done about nuclear-tipped sea-launched cruise mis- 
siles (SLCM) and the missiles that can be used with or 
without nuclear warheads, which are now deployed in 
the Pacific. 


The issue cannot be ignored by a nation like Japan which 


is surrounded by seas. In order to est’ -urity at 
close quarters, Japan should make pos’ ¢ '$ to the 
United States and the Soviet Union © lim 't the start 
of their new age in naval disarmam. » Exons, 


We should ask ourselves what Japan must do in eco- 
nomic areas, including its contribution to the Soviet 
Union and East European nations. We have reached a 
stage when we must take a general view on how we can 
put our economic powers to use for world peace. 


Journal Views Implications 


OW 1312095389 Tokyo THE JAPAN ECONOMIC 
JOURNAL in English 16 Dec 89 p 9—FOR OFFICIAL 
USE ONLY 


[““Otemachi Diary” column by Masahiko Ishizuka, 
editor of THE JAPAN ECONOMIC JOURNAL: “Malta 
Underscores Need for a Sense of Vision’’} 


[Text] Whither Japan? This question has become almost 
a cliche both at home and abroad because of growing 
international apprehension over the country’s lack of 
direction in its world strategy. The question has grown 
more nagging in the wake of the Bush-Gorbachev 
meeting at Malta, hailed as the beginning of the end of 
the post-World War II geopolitical structure. 


Since the Malta meeting was such a weighty interna- 
tional event, Japan, predictably sent one of the largest 
press corps to cover it. Newspapers here were filled with 
articles emphasizing the meeting’s historic significance. 


Ironically, the more en*iusiastically the Japanese press 
played up the news, the more striking became the 
absence of commentary and analyses on the meeting’s 
impact on Japan. That omission is almost appalling. 


True, it will take some time to digest the implications of 
the U.S.-Soviet rapprochement and the collapse of the 
Cold War framework. Still, the Japanese response has 
been notably slow. About all that critics and commenta- 
tors appear able to say is that Japan needs to search for 
its own way in the emerging new world. 


But such a need has been perceived for some time 
because of the changes Japan itself is bringing to the 
world and ihe subsequent impact on the country’s 
domestic and foreign policies. 


What is likely to follow, then? 


A matter of prime importance, of course, is Japan’s 
relations with the U.S. The fate of the two countries’ 
alliance is already coming under intense scrutiny on both 
sides primarily because of Japan’s increased economic 
power, which is a growing concern for the U.S. The 
harder the U.S. pressures Japan to change its ways, the 
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more inclined will be the Japanese to rethink their 
relations with the ally across the Pacific. 


If the Cold War is over and the East-West, communism- 
capitalism confrontation is falling apart, the essential 
nature of Japan-U.S. relations with were shaped in the 
wake of World War II must inevitably be subject to 
transformation. 


Already, there is a strong impulse in Japan to shake off 
the psychology of “victor” and “vanquished” that has 
governed their relations since the end of the past war. 
The silly fuss over recent exhortations that “Japan can 
say ‘no’ to America” is just one evidence of such psy- 


chology. 


Domestically, the Liberal Democratic Party regime is the 
other side of the coin of the postwar alliance with the 
U.S. The Liberal Democrats have been able to stay in 
power on the basis of the Japan-U.S. alliance, the 
lynchpin of which is the bilateral security pact. There 
may be more than coincidence to the fact that the 
ongoing disintegration of the party has come at a time 
when the nature of the alliance with the U.S. is being 
brought to question. 


Meanwhile, Japan's relations with the Soviet Union 
appear likely to remain rigid fort he time being because 
of hard feelings over the four northern islands occupied 
by the Soviets after the war, despite the necessity to 
adopt a grander strategy. 


Since the Malta meeting apparently contained no refer- 
ence to Asia, Japanese officials and commentators are 
still at work to detect its implications on this part of the 
world. 


But how should Japan react to the proposition that the 
age of military confrontation between the two super- 
powers is giving way to economic cooperation and 
competition? Japan is certainly an economic super- 
power, but it can't really use that prowess because it lacks 
a clear vision and strategy for global affairs. 


At this crucial moment, the Japanese are busy putting 
their house in order in the aftermath of the consumption 
tax debacle and money politics scandals. Only when they 
realize that their choices in domestic politics are insep- 
arably tied to their foreign strategy, will they become 
serious about choosing a leader on the basis of his or her 
global vision. 


Ties With U.S., USSR Unchanged By Malta Talks 


OW 1112064489 Tokyo THE JAPAN TIMES in English 
10 Dec 89 pp 1, 8—FOR OFFICIAL USE ONLY 


{“Our Times” column by Masaru Ogawa: “Changing 
World and Malta”’} 


[Text] The year 1989, which is rapidly turning into 
history, has become a turbulent but major watershed in 
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bringing about dramatic changes toward the democrati- 
zation and liberalization of political and economic estab- 
lishments in East Europe. 


There has not been anything like this since Europe was 
devastated by war 40-odd years ago. Like dominoes they 
fell one by one—Poland, Hungary, East Germany, 
Czechoslovakia, and even Bulgaria. 


Only Romania and remote Albania held firm to their 
one-party (communist) dictatorship and their planned 
economic system. The others took up a multiparty 
political setup and set in motion a free market economy. 


How these new institutions will fare in the fresh demo- 
cratic and free atmosphere of a revitalized Eastern 
Europe will be the main test in the coming months. 


U.S. President George Bush was one of the first to 
recognize the significance of the popular desire for 
democracy and freedom among East Europeans, and on 
the occasion of the “Arche Summit,” held in Paris in 
early summer, he made a special side visit to Poland and 


Hungary. 


It was this trip to the heart of East Europe which 
prompted President Bush to propose the holding of an 
“informal” meeting between the two superpowers— 
without a fixed agenda but just “to get acquainted.” 


It was also understood that this “casual” get-together 
would be in addition to the formal encounter between 
President Bush and Soviet President Mikhail Gor- 
bachev, already scheduled for mid-1990. 


Reportedly, the American President's chief concern 
when he proposed the summit was to insure the con- 
tinual independence and freedom of Poland and Hun- 
gary and to secure assurances the Soviet Union would 
not intervene as it did in 1956 to snuff out the demo- 
cratic outburst, in 1968 to crush the “spring in Prague,” 
and again in 1980 to quell a workers’ uprising in Poland. 


The Soviets gave early promises their troops and tanks 
would not be ordered out of their barracks. But by the 
time the summit was held, all of Eastern Europe was 
aflame. 


Perhaps the most notable of the nations which threw off 
their communist yoke was East Germany. The reason is 
because it meant the end of the “Berlin Wall” and 
everything it symbolized. 


But one cannot help but be surprised at the fall of the 
East European dominoes. We had heard about the 
“domino theory” when the warning was sounded in 
Southeast Asia that if one nation fell under communist 
control, then neighboring nations would also come under 
communist control. 


That is why it seemed so important to contain the North 
Korean and the North Vietnamese communists, even 
with the force of arms. Today, of course, one makes no 
mention of the “domino theory” on the Asian scene. The 
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only sizable and active communist fighting force in Asia 
is the communist army in the Philippines. 


The most recent coup d'etat, which was apparently 
brought to an end this weekend, was not communist 
inspired, but led rather by disgruntled regular army 
units. 


The East European “dominoes,” which have emerged 
are not part of the “domino theory” described by Web- 
ster's dictionary, because they are communist nations 
which have been swept away by democratic forces. 


The Soviet president, for his part, seemed pleased with 
the early summit conference, for he has been increasingly 
hemmed in by the pressures of his economic woes. He 
may even lack the energy to put the Brezhnev Doctrine, 
in which the Soviet Union pledged to come to the rescue 
of any nation where socialist interests are in danger. 
[sentence as published] President Gorbachev has for all 
purposes abandoned this principles, however. 


But he did receive the assurance of President Bush's 
support in sponsoring observer-status membership for 
the Soviet Union in GATT. At the same time, the 
Soviets were told they could obtain “most favored 
nation” status by next year’s summit, if they drew up a 
trade agreement and legislated an emigration law. 


Although the two leaders did not draw up a joint 
communique, they did hold a joint postconference press 
conference, which was a first for the two nations. Both 
delegations apparently agreed that the summit was a 
great success and that it marked the end of the “cold 
war.” 


But there were others who were not pleased with the 
summit results. One American columnist complained 
that President Bush gave Gorbachev everything before 
he had to ask. He woundered why no question was raised 
by Bush about the Soviet occupation of East Europe by a 
half a million troops. 


The Japanese concern about the Malta outcome, 
although it was all “informal,” was pinpointed on what 
was discussed about Asia and Asian affairs by the two 
superpower leaders. However, they apparently did not 
get around to Asian subjects. One explanation was that 
the seas off Malta were so dangerous that one session was 
dropped from the schedule—and that happened to 
include Asia and Japan. 


But the euphoric atmosphere created by the Malta con- 
ference—that the superpowers were calling off the ‘cold 
war’’—could lead nations such as Japan to abandon its 
efforts to keep pace with its responsibilities under the 
U.S.-Japan security treaty and the maintenance of the 
Self-Defense Forces. 


The truth is, however, that nothing has really changed in 
the relative relation of Japan vis-a-vis the United States 
and the Soviet Union. It is not yet the time to scuttle 
Japanese ties with the U.S. and to rely wholly on the 
good will of the Soviets. 
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It would not be too late for Japan, with its territorial and 
peace treaty problems with the Soviets, to wait and see 
what happens in the security field before taking action. 


Defense Bracing for USSR Disarmament Initiative 


OW05 12003389 Tokyo JIJI in English 1439 GMT 
4 Dec 89—FOR OFFICIAL USE ONLY 


[Text] Tokyo, Dec. 4 (JLJI PRESS)—Top Defense 
Agency officials Monday reacted calmly to a U.S.-Soviet 
summit agreement that the two superpowers should 
strive for a new era of East-West relations. Deputy 
Defense Agency Director-General Seiki Nishihiro 
described as expected the declaration by U.S President 
George Bush and Soviet President Mikhail Gorbachev at 
their Malta summit that the cold war is over. 


Although the United States and the Soviet Union have 
begun to move toward an era of dialogue, another 
ranking official said, the two countries remain the 
world’s two superpowers with top nuclear strike capabil- 
ities, thus sustaining the showdown scenario that devel- 
oped in the post-World War II years. Against this back- 
drop, he said, Japan has no need whatsoever to change 
its current defense policy. 


The agency has been building up its defense capability 
while relying on the United States for Japan's defense 
under a bilateral security pact and seeing the Soviet 
Union as a potential threat. Many agency leaders con- 
sider it unlikely that the U.S.-Soviet peace initiative will 
directly affect Japan's national security for the time 
being. 


As one of reasons, one official noted that the current 
East-West rapprochement is directed at Europe and that 
the Kremlin's perestroyka reform program is delayed in 
the Far East. 


With the s’ mmit peace declaration, the Defense Agency 
is bracing .. elf for a Kremlin initiative for disarmament 
in the Far East as a step following disarmament and arms 
control in the European theater. Some officials predict 
that signs of such a move will become clear toward 
Gorbachev's visit to Tokyo in 1992. 


An easing of Soviet military adventurism in the Far East 
region could spark a controversy over the removal of 
U.S. military forces from Japan, according to the offi- 
cials. 


Column Views Foreign Policy in Post-Malta Era 


OW0812165189 Tokyo ASAHi |-VENING NEWS 
in English 7 Dec 89 p 7—FOR OJFFICIAL USE ONLY 


[Political Spectrum” column: “Post-Malta Era Is 
Tough for Japan”) 


[Text] Behind words of praise they utter for the outcome 
of the historic Malta summit talks, Japanese officials are 
deeply worried. The reason is that the new age ushered in 
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by U.S. President George Bush and Soviet President 
Mikhail Gorbachev poses the toughest questions for 
Japanese diplomacy. 


As top official of the Foreign Ministry (Gaimusho) puts 
it, the difficulty lies in “securing the people's under- 
standing about foreign policy.” This apparently trans- 
lates into concern that the government is in for growing 
criticism over the shape of Russo-Japanese relations 
which prominently remain stuck with a dispute over 
Soviet-held south Kuril islands when the world has 
started looking for a new international oder. 


The difficulty of the days ahead primarily stems from the 
fact that a “period of groping the way” has set in. The 
Gaimusho official points out that Bush, Gorbachev and 
all other leaders are groping for a vision of a new world 
order. 


Gaimusho officials admit that unlike the days of detente 
during the Nixon administration, overal East-West rela- 
tions have relaxed. But they also point out that it cannot 
be said definitely that the cycle of the Cold War and 
detente has completely come to an end. Noting that 
ongoing changes are increasing instability, they empha- 
size the significance of the doctrine of the balance of 
power and deterrence. 


Japan has been tailoring its conduct to the Cold War. 
The main diplomatic task for government officials has 
been how to move in step with the U.S. strategy toward 
the East bloc. Faced with the need to act differently now, 
they seem to feel insecure about the uncertainty of the 


new age. 


The second factor worrying Japanese officials is the 
Western moves to give positive support to Gorbachev, 
identifying their interests with the success of his pere- 
stroyka. This poses a problem for Japan because of its 
policy of not conducting full-fledged economic 
exchanges with the Soviet Union as long as the territorial 
issue remains unresolved. 


Gaimusho officials say the Gorbachev regime offers the 
best chance for resolving the territorial dispute. But all 
that they can do is wait for a favorable Soviet response to 
the Japanese demand for the return of the islands in 
question. 


How will Japan-U.S. relations be affected as the United 
States and the Soviet Union move from a period of 
antagonism and confrontation to one of dialogue and 
cooperation? This is the third source of concern for 
Japanese officials. 


Some observers point out that the proposed sharp cuts in 
U.S. military spending will accelerate the argument that 
Japan's economic power poses a greater threat to that 
country than Soviet military might. U.S. officials now 
say the possibility of a large-scale armed conflict between 
the NATO and Warsaw Pact forces is the lowest since the 
end of World War II. 
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Foreign Minister Taro Nakayama says that with mid- 
term elections for the U.S. Congress to be held in 
November of next year, and the 50th anniversary of the 
Japanese attack on Pearl Harbor to be marked in 1991, 
Japan-U.S. relations will take on even greater severity 
after the turn of the year. 


Plagued by huge budget and trade deficits, the United 
States may step up its demands for Japan to pick up a 
greater share of its military burden in the Far East. 
Viewing this as likely, a senior Gaimusho official notes 
that Gorbachev, preoccupied with Europe, has yet to 
apply perestroyka to Asia. He predicts that there will be 
a quantitative buildup of the Soviet intermedite-range 
nucler forces in the Pacific. 


Meanwhile, the ruling Liberal-Democratic Party [LDP], 
prodded by the outcome of the Malta summit, has 
decided to launch a study to see if it can play a role in 
improving Russo-Japanese relations and to break the 
deadlock in relations with North Korea where two Jap- 
anese seamen are detained on spying charges. 


The visit of an LDP mission to Moscow in January may 
mark a starting point for the effort. Shintaro Abe, former 
LDP -general, who will head the group, intends 
to be briefed by Gorbachev on Soviet foreign policy and 
have an in-depth exchange of views with his right-hand 
man Aleksandr Yakovlev on a “third way” to improve 
bilateral relations, which the latter mentioned during his 
recent visit to Japan. 


Former Deputy Prime Minister Shin Kanemaru is 
secretly probing ways to break the impasse with North 
Korea, including the possibility of his trip to Pyongyang. 
Helping him with the endeavor is Makoto Tanabe, 
former secretary-general of the Japan Socialist Party, 
who has channels of communication with Pyongyang. 


Japan Urged To Take ‘Political Leadership’ 


OW0912030289 Tokyo THE JAPAN TIMES in English 
8 Dec 89 p 20—FOR OFFICIAL USE ONLY 


{“Opinion” column by Kenzo Uchida: “The Era of “Big 
Politics”) 


[Text] The cold war era is over. The Malta summit 
between U.S. President George Bush and Soviet Presi- 
dent Mikhail Gorbachev put an end to the “Yalta 
system” that has lasted for more than 44 years, since 
Franklin Roosevelt, Winston Churchill and Josef Stalin 
met in the Crimean town in February 1945. Malta spells 
the start of a new world period. 


The world political situation is at a historical turning 
point as the U.S. and Soviet leaders show a firm and 
accurate grasp of the upheavals and movements for freer 
societies in Eastern Europe. This is “big politics’ com- 
pared to which Japan's domestic politics is miserably 
small. This difference may cause big minuses for Japa- 
nese politics and diplomacy. 
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This writer recalls a remark made by a West European 
journalist five or six years ago. He said, “Were it not for 
the threat posed by Soviet military power, the world 
today would be peaceful. And the world would be serene 
if Japan's economic power posed no threat.”’ Forcing a 
smile, this writer told the journalist that he was making 
a bad joke. As things turned out, the Soviet military 
threat has retreated following the emergence of Gor- 
bachev, who has pursued accommodation and disarma- 
ment with the United States. This trend is expected to 
continue following the Malta summit. 


The U.S. and the rest of the world are now worried about 
what they see as the “economic threat” from Japan. We 
must be prepared that Japan's economic power will be 
seen as a big target as international politics develops with 
the second Bush-Gorbachev summit expected to be held 
in June 1990 and the European Community becoming a 
fully integrated single market in 1992. 


To be sure, Japan is not going to be seen only as a “bad 
guy” as is frequently the case in the Japan-U.S. economic 
friction. Rather, “wealthy Japan” will be expected to 
provide more and more development assistance and 
economic cooperation. And this will not be confined to 
its contributions to the developing countries. It is certain 
that Japan will be asked to extend economic cooperation 
and aid to the Soviet Union and the countries of Eastern 


Europe. 


A big question is whether Japan will be able to respond 
promptly and competently to the changing international 
political and economic situation. Japan swam through 
the seas of the U.S.-Soviet cold war to become what it is 
today, a major economic power. Traces of that experi- 
ence, call it “cold war thinking,” remain in Japan. The 
Japanese have also long thought “‘politics needs merely 
to follow the economy.” 


However, the time has passed when Japan's politics and 
diplomacy could safely follow the trail of the country’s 
economic success. As the U.S. and the Soviet Union seek 
conciliation and cooperation, Japan needs to show real 
political leadership to deal with its economic relations 
with the U.S. and economic cooperation with the Soviet 
Union. Politics should forge ahead and pull the 
economy, not the other way around. This is the kind of 
political leadership demanded today. 


Sad to say, Japanese politics has been virtually inert for 
over a year since the revelation of the Recruit stocks- 
for-favor scandal and controversy erupted over the con- 
sumption tax. Public distrust in politics continues. Pol- 
itics is still adrift, as it were, without leadership. True, 
the public support rating for the cabinet has recovered 
following the emergence of Prime Minister Toshiki 
Kaifu. Yet the government has not demonstrated truly 
strong leadership. 


The Liberal-Democratic Party's plan for revision of the 
consumption tax is clearly aimed at merely improving 
the party's position for the Lower House dissolution and 
the general election to follow. There is no serious debate 
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on the tax system. Swung this way and that way by the 
party's factional bosses, Prime Minister Kaifu's leader- 
ship is close to zero. He plans to visit Europe soon after 
the turn of the year. Poland and Hungary are included in 
the trip. This foreign tour will have little meaning if the 
prime minister shows no leadership and preparedness to 
deal with the international “big politics." 


More Active Role for Japan Urged 


OW0712121889 Tokyo MAINICHI DAILY NEWS 
in English 6 Dec 89 p 2—FOR OFFICIAL USE ONLY 


[Editorial: “The Spirit of Malta”) 


[Text] Watching U.S. President George Bush and Soviet 
President Mikhail S. Gorbachev during their joint press 
conference following their summit, people around the 
world saw and heard a wall crack, a wall that had been 
routinely termed as “the cold reality of international 
politics.” 


The two-day summit wound up with the two leaders 
declaring an end to the Cold War that had dominated the 
postwar world. For the first time in the history of 
U.S.-Soviet summitry, Bush and Gorbachev sat side by 
side at a news conference, heralding an era of Soviet- 
American cooperation. 


It is a bit ironic that Malta is not too far away from 
Yalta, the Crimean resort where, in February 1945, 
Roosevelt of the U.S., Churchill of the U.K. and Stalin of 
the USSR reached agreements on Central and Eastern 
Europe, including the division of Germany, creating the 
Yalta system in which the acrimonious Cold War and 
ideological conflict became firmly embedded. 


Now history has turned. The drastic change was loud and 
clear in the remarks made by the two leaders. Bush said, 
“IT am convinced that a cooperative U.S.-Soviet relation- 
ship can indeed make the future safer and brighter. And 
there is virtually no problem in the world, and certainly 
no problem in Europe, that improvement in the U.S.- 
Soviet relationship will not help to ameliorate." Gor- 
bachev said, “We have stated, both of us, that the world 
leaves one epoch of Cold War and enters another 
epoch... The arms race, mistrust, psychological and ideo- 
logical struggle, all those should be things of the past.” 


The meeting of minds, however, does not change the 
world overnight. There are two sides to the coin. While 
overwhelmingly welcoming the brighter side of the Malta 
spirit, we must not overlook the other side of U.S.-Soviet 
cooperation. 


It was gratifying the Gorbachev pledged that there would 
never be a war between his country and the U.S. and 
Bush took the initiative towards signing an agreement 
for a mutual 50 percent cut in strategic nuclear arsenals 
at the full dress summit next June and reducing conven- 
tional armaments in Europe next year. 


But the other side of the coin means that both the U.S. 
and the Soviet Union will still maintain the remaining 50 
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percent, keeping intact their status as nuclear super- 
powers. As both leaders failed to express a resolve for 
further arms reduction, they may not have completely 
departed from conflict and confrontation. 


Although Bush and Gorbachev are presumed to have 
discussed fully the Eastern European situation and the 
issue of German reunification, they only reiterated the 
principle of letting the people of each nation decide their 
own destiny. On Germany, in particular, they did not 
indicate any future vision for the moment other than 
confirming the continuation of the two German states. 
Neither did they make any public reference to regional 
issues except on Nicaragua and El! Salvador. Coopera- 
tion should not be confined to ensuring strategic stability 
between Washington and Moscow. 


A similar argument can be made of Asia, including 
Japan. The two leaders made no reference to Asia at all 
at the news conference. The Malta summit, while putting 
an end to the Cold War, seems to point to the dimin- 
ishing influence of the two superpowers in the contem- 
porary world that is constantly becoming multipolarized. 


While the U.S. is suffering from fiscal and trade deficits, 
the Soviet Union is increasingly being assailed by its 
failing economy. Gorbachev's perestroyka has produced 
spectacular reforms in Eastern Europe, but has not 
worked wonders at home. 


Thus it is significant that the U.S. proposed giving a 
most-favored-nation status to the Soviet Union and 
offered help to Moscow concerning its participation in 
the General Agreement on Tariffs and Trade. 


Japan cannot afford to remain standing on the sidelines. 
An economic giant has a great opportunity in a demili- 
tarizing world, and should be ready to speak out more 
actively for creating a desirable new order. 


Article Views East-West Ties’ Effect on Asia 


OW08 12203989 Tokyo THE DAILY YOMIURI 
in English 7 Dec 89 p 6—FOR OFFICIAL USE ONLY 


[Article by staff writer Wakako Yuki: “Post-Malta: No 
Peace for Asia"’] 


[Text] The historical reconciliation of East and West will 
further complicate the political situation in Asia in the 
short run, but Asia will eventually join the global shift 
toward democracy and disarmament, Japanese experts 
predicted at a recent roundtable discussion sponsored by 
THE YOMIURI SHIMBUN. 


Three experts on international politics—Yasue Katori, 
chairman of the Japan Foundation and former ambas- 
sador to the Soviet Union and China; Professor Shigeki 
Hakamada of Aoyama Gakuin University; and Professor 
Susumu Takahashi, who lectures at the University of 
Tokyo—gave their views of a post-Malta summit global 
landscape. 
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The unprecedented shift in East-West relations is more 
likely to lead to instability than peace in Asia, Hakamada 
said. 


China, he continued, is casting a worried eye on the raid 
changes taking place in Eastern Europe and its conser- 
vative influence may cause a rift in Asia similar to that in 
Eastern Europe between nations moving toward reform 
and those hanging back such as Romania. 


As the goal of communist regimes focuses on the promo- 
tion of domestic economic success, governments which 
formerly used the threat of communist takeover to 
garner public support may resort to nationalism as a new 
rallying point, the Aoyama Gakuin professor said. He 
cited a museum built two years ago in South Korea filled 
with evidence of the Japanese military's misdeeds during 
World War II as an example of rising Korean nation- 
alism. 


Katori agreed that China is reluctant to join the rapid 
reform movement, but added that its own economic 
problems will eventually force it to adopt similar 
reforms. Even Beijing's conservatives are aware of this 
fact, he said. ; 


Disarmament will also reach Asia in due time, Professor 
Takahashi said, though the path it takes will be far more 
complicated than that of Europe because of the complex 
political and military situation in the Pacific basin that 
grew out of the Cold War era. 


The participants agreed that it will take patience and a 
flexible diplomatic policy to untie the tangled knots in 
each region of Asia and ensure pace throughout the 
entire area. 


Though Japan has not played a major role in world 
diplomacy so far, as the old East-West structure crum- 
bles, Japan must come up with an original independent 
diplomatic policy centered on regional affairs, Haka- 
mada said. 


Japan can supply needed assistance to Eastern bloc 
nations, especially in the areas of management know- 
how, training and industrial pollution control, a serious 
problem in the Soviet Union, according to Hakamada. 


Katori said that the establishment of cultural exchanges 
to promote a close and friendly relation between Japan 
and the Eastern bloc nations is just as important as 
economic assistance. 


However. the participants were unanimous in the belief 
that unless the domestic conditions of those nations are 


tru! able to economic reform, no amount of aid 
fri ‘rn democracies will result in positive change. 
E» aid to the Soviet Union will continue to be a 
tho uc, admitted Katori. It will be difficult for the 


West to agree on methods of effective assistance for fear 
it will go toward building the Soviet Union's military 
strength. 
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Even if economic aid is extended to the Soviet Union, 
lack of management know-how, rapid inflation and a 
conservative bureaucracy will inhibit its effective use, 
Hakamada said. 


The Japanese experts stressed that immeasurable diffi- 
culties lie between President Mikkail Gorbachev and his 
pursuit of perestroyka, as well as his desire to establish a 
“common house of Europe.” 


They agreed, however, that further disarmament is the 
key to successful domestic reform. 


They also agreed that the level of ermament will be 
reduced considerably, but that NATO and the Warsaw 
Pact will continue to exist, though in the role of political 
alliances. 


Government, Business Leaders Welcome Results 


OW05 12024989 Tokyo JIJI in English 1225 GMT 
4 Dec 89—FOR OFFICIAL USE ONLY 


[Text] Tokyo, Dec. 4 (JIJI PRESS)—Japanese Govern- 
ment and business leaders alike welcomed an advent of a 
new era of U.S.-Soviet cooperation following the summit 
talks between President George Bush and General Sec- 
retary Mikhail Gorbachev Saturday and Sunday. 


A Foreign Ministry official, noting the two superpowers 
have taken a step forward toward a new framework of 
cooperation, said Sunday stability of Asia and Japan's 
relations with Moscow will benefit greatly if the two 
countries achieve concrete progress soon in arms control 
issues such as reductions in strategic nuclear missiles and 
conventional forces in Europe. 


On Bush's proposal on negotiating a U.S.-Soviet invest- 
ment treaty, the official said Japan still regards a conclu- 
sion of a peace treaty with the Soviet Union by resolving 
the territorial dispute as a prerequisite for a similar 
treaty between Tokyo and Moscow. 


If the United States concludes an investment protection 
accord with the Soviet Union, Japan will be one of a few 
major Western countries that do not have such an 
arrangement with Moscow. 


But the ministry official said the climate for Japan 
concluding an investment accord with the Soviet Union 
can be expected to improve if Moscow continues to 
pursue its perestroyka policy that has so far contributed 
to improved ties between Moscow and Washington. 


Gorbachev's perestroyka policy, if sustained, should 
contribute to an easing of the tension on the Korean 
peninsula and a settlement of the Cambodian conflict as 
well as to a solution of the longstanding Russo-Japanese 
dispute over the Soviet-held northern islands off Hok- 
kaido, the official said. 
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Eishiro Saito, chairman of the Federation of Economic 
Organizations (Keidanren), hailed President Bush's flex- 
ible stance toward improving economic and trade rela- 
tions with the Soviet Union. 


During two days of talks aboard the Soviet liner Maksim 
Gorkiy in the Mediterranean off Malta, Bush said he will 
lift restrictions under the Jackson-Banik Amendment 
barring most-favored-nation trade benefits for the Soviet 
Union if Moscow adopts a liberal immigration law and 
also work toward providing export-import bank credits. 


Saito said greater economic cooperation between the two 
superpowers will lead to stability and prosperity of the 
world as a whole. 


Rokuro Ishikawa, president of the Japan Chamber of 
Commerce and Industry, termed the latest meeting 
between Bush and Gorbachev as an epoch-making event 
that has confirmed a fundamental change in the “cold 
war structure.” 


At a joint press conference with Bush aboard the Soviet 
ship Sunday, Gorbachev declared an end to the “one 
epoch of cold war” and said the world “enters another 
epoch...we are just at the very beginning of our long road 
to a long-lasting peaceful period.” 


Bush also told Gorbachev that Washington will support 
Moscow's bid for observer status in the Geneva-based 
General Agreement on Tariffs and Trade (GATT) after 
the current Uruguay Round of multilateral trade liberal- 
ization talks is concluded. 


An official at the Ministry of International Trade and 
Industry (MITI) said he did not expect the United States 
to express its support for Moscow’s GATT observer 
status so soon. 


The Japanese Government has so far maintained that 
acceptance of the Soviet Union into GATT even as an 
observer has to wait until after ascertaining how far 
Moscow's economic reforms go. 


With Washington throwing its support behind Moscow's 
bid, however, Japan should be pressed to reconsider its 
present cautious stance and, eventually, to accept its 
observer status after some discussions among the For- 
eign Ministry, MITI and other ministries concerned, 
government sources said. 


They said Bush's proposal for most-favored-nation treat- 
ment for the Soviet Union should help expand East-West 
trade, including trade between Japan and the Soviet 
Union. 


Ministry Source’ on Soviet Ties After Malta 
OW08 12060789 Tokyo MAINICHI SHIMBUN 
in Japanese 7 Dec 89 Morning Edition p 2—FOR 
OFFICIAL USE ONLY 


[Text] After Foreign Minister Nakayama and Deputy 
Vice Minister for Foreign Affairs Owada were given a 
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briefing by U.S. Under Secretary of State (for East Asian 
and Pacific Affairs) Solomon on the U.S.-Soviet summit 
meeting on 6 December, the Foreign Ministry has 
started formal deliberations on future government poli- 
cies. The ministry considers the summit to have tran- 
spired in a manner “roughly as Japan originally 
expected”’ and believes that there will not be any change 
in basic policies, including the policy toward the Soviet 
Union. However, it intends to continue frequent consul- 
tations with the United States at various venues, starting 
vith Foreign Minister Nakayama’s meeting with U.S. 
Secretary of State Baker in Brussels scheduled for mid- 
December. 


After Solomon's briefing, a Foreign Ministry source, 
commenting on future Soviet diplomacy, disclosed the 
following points on the same day: (1) With the stabiliza- 
tion of East-West relations, there will be a stronger 
possibility for progress in Japan-Soviet relations; (2) 
Japan-Soviet relations are expanding and progressing in 
a balanced way through dialogue; further improvement 
of relations would require more effort on both sides; (3) 
it is particularly hoped that the Soviet Union would 
apply its new thinking in a diplomatic approach to the 
solution of the northern territor es issue. This indicates 
that the Foreign Ministry believes that by continuing the 
policy of expanding dialogue, there will be even better 
chances of achieving a breakthrough in relations with the 
USSR. 


On Solomon's terming economic aid to the USSR “‘intel- 
lectual aid,” the Foreign Ministry source interpreted this 
to mean that “he was stressing the point that the United 
States would not take a higher profile than Japan in 
relations with the USSR.” 


On the fact that the northern territories issue had not 
been taken up in the summit despite the expectations 
indicated by Foreign Minister Nakayama at a news 
conference prior to the summit when he said “it would 
be desirable for the issue to be discussed,” the same 
source said, “From the context of the overall agenda, we 
had not expected the issue to be taken up.” He thus 
indicated that most of the points the Japanese side had 
requested the U.S. side to deal with were taken care of 


Regret Over Meeting Missing Territorial Issue 


OW0812150589 Tokyo SANKEI SHIMBUN 
in Japanese 7 Dec 89 Morning Edition p 3—FOR 
OFFICIAL USE ONLY 


[Text] Briefing the Japanese Government on the out- 
come of the latest U.S.-Soviet summit, Assistant Secre- 
tary of State Solomon said the meeting discussed only 
the Cambodian issue and the Philippine situation as far 
as the Asia-Pacific region was concerned. Referring to 
this briefing, a top Foreign Ministry official on the 
evening of 6 December disclosed that the government 
was disappointed with the outcome of the summit, 
saying: “I feel regrets. Perhaps, the summit had no 
time.” 
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There was no specific explanation from the U.S. side on 
the northern territoes issue, and it appears the summit 
did not take up the issue. Foreign Ministry officials are 
saying: “We expected! the summit to be a good opportu- 
nity to make the Soviet Union understand how Japan 
attaches importance to the issue.”” This chance was 
missed (according to 4 senior Foreign Ministry official). 
Cautious views are growing among government officials. 
As results of the summit are coming to be known, they 
say that a cool head is needed to watch developments 
since it is unlikely that U.S.-Soviet relations will make 


rapid progress as anticipated. 


Prime Minister Kaifu sent a letter to President Bush in 
late November before the summit, asking the President 
to keep Asia and the Pacific in mind in the course of 
discussing overall East-West relations. Therefore, the 
government was keenly interested in summit discussions 
on the Asia-Pacific region. 


According to Mr Solomon, the summit meetings were 
shortened because of bad weather, and this compelled 
the leaders to concentrate only on the situation in 
Cambodia and the Philippines when discussing the Asia- 
Pacific region. It is said that the northern territories issue 
and others were excluded from the framework of 
regional conflicts and were not topics in the exchange of 
views at the summit. 


A top Foreign Ministry official said that the Foreign 
Ministry believes the outcome of the summit was as 
anticipated. The official went on to say: The Foreign 
Ministry believes that “the central agenda at the summit 
was Europe, and the meeting did not have the means to 
hold in-depth discussions on the situation in the Asia- 
Pacific region. The ministry did not expect the territorial 
issue to be brought up at the summit because it is a 
bilateral issue between Japan and the Soviet Union.” 
However, a government source said: The government 
does not conceal its disappointment because there was a 
view in the government that making the Soviet Union 
understand how Japan attaches importance to the terri- 
torial issue is “a shortcut to the resolution of the issue.”’ 
It has become clear that the United States plans to 
cooperate with the Soviet Union in the intellectual area, 
including technology, instead of providing loans in car- 
rying out economic cooperation. However, the govern- 
ment strongly believes that ““U.S.-Soviet economic coop- 
eration will not develop into a situation where Japan- 
Soviet relations fall behind,” (according to a Foreign 
Ministry source). 


On the other hand, the government plans to reexamine 
foreign policy based on the outcome of the summit. In 
the belief that “with East-Wes! re!etions stabilized, the 
improvement of Japan-Soviet 1 ui nas become 
more realistic and the justification of Japan's policy line 
on negotiations with the Soviet Union has been substan- 
tiated,” the government plans to carry through the basic 
policy of starting economic cooperetion with the Soviet 
Union on the premise of resolving the territorial issue, 
(according to a Fcreign Ministry source). The prevailing 
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view in government is that policies must be imple- 
mented with an eye on developments and that the 
government must not be dragged into the mood of 
progress in U.S.-Soviet relations. 


Watanabe Sees No Change in Asian Security 


OW 1312121389 Tokyo ASAHI SHIMBUN in Japanese 
9 Dec 89 Morning Edition p 3—FOR OFFICIAL USE 
ONLY 


[Text] Foreign Ministry Spokesman Watanabe 
announced at a news conference on 8 December a basic 
view of the U.S.-Soviet summit talks in Malta and 
Japanese foreign policy measures worked out by the 
Foreign Ministry. Noting that the changes in East-West 
relations were a product brought about by “the unity and 
resolve of the Western countries based on their alliance,” 
the official view stresses that, unlike in Europe, the 
environment for Asian security has not substantially 
changed. It adds, “‘It is important to continue the defense 
buildup at a moderate pace and to continue maintaining 
and strengthening the policy of adhering to the Japan- 
U.S. security arrangments.”’ 


The official view notes that, under the present situation 
in East-West relations, two factors—‘‘changes in the 
structure of confrontation” and “uncertainties” — 
coexist, but holds that “if the summit talks result in 
advancing East-West relations and accelerating U.S.- 
Soviet talks, it will contribute to the peace and stability 
of the world.” 


Regarding relations with the Soviet Union, the Foreign 
Ministry view says, “Progress toward stability in East- 
West relations is expected to bring about more realistic 
possibilities with regard to improved Japanese-Soviet 
relations as well.”’ It expresses the hope that the “‘affir- 
mative changes” in Soviet policy brought by perestroyka 
(reform) will also take concrete shape in the Asian and 
Pacific region. 


The view stresses that since the regular Japan-Soviet 
foreign ministers’ consultation last December, the Japa- 
nese side has made earnest efforts for the future 
improvement of Japan-Soviet relations and adds, “We 
hope that the Soviet Union will exert earnest efforts, 
including those for the conclusion of a peace treaty after 
resolving the northern territorial issue in accordance 
with the new thinking.” 


Watanabe, director general for public information and 
cultural affairs, answering press queries on the ministry's 
perception that there is no substantial change in the 
Asian situation, offered the following explanation: 
“Although there are such moves as the abolition of 
intermediate-range nuclear forces (INF) and partial 
withdrawals of forces from the Sino-Soviet border, there 
is no change in the fact that the Soviet Union is mod- 
ernizing its naval power, nor is there evidence that 
Soviet forces have moved out of the Maritime Provinces 
or the northern territories.” 
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He acknowledged, however, that changes in thinking, 
which reflect perestroyka, can be noticed in the remarks 
made by Soviet officials at the foreign ministerial con- 
sultations and meetings of the permanent working group 
on Japan-Soviet peace treaty talks. He added, “It is 
possible that the changes in their remarks may take 
concrete shape in the form of changes in Soviet Asian- 
Pacific policy.” 


JCP Issues ‘Detailed Statement’ on Meeting 


OW0612005989 Tokyo JPS in English 0900 GMT 
5 Dec 89—FOR OFFICIAL USE ONLY 


[Text] Tokyo Dec 5 JPS—Mitsuhiro Kaneko, head of the 
Secretariat of the Japanese Communist Party, on 
December 4 issued a detailed statement (new version) on 
the U.S.-Soviet summit talks in Malta. This is more 
detailed than the previous statement released yesterday 
at the request of the press (which was transmitted by JPS 
yesterday). This is a revised edition on the basis of 
information confirmed later. The statement, entitled “In 
What Light Should the Realities of the U.S.-Soviet 
Summit Talks Be Viewed”’, says: 


1. U.S. President George Bush and Supreme Soviet 
President Mikhail Gorbachev have mutually acknowl- 
edged that the world is emerging from the era of the cold 
war and entering a new era. This was stated in a joint 
press conference after the informal U.S.-Soviet summit 
talks held on December 2 and 3 in Malta. 


However, on the military blocs of NATO (North Atlantic 
Treaty Organization) and the Warsaw Treaty Organiza- 
tion, constituting the substance of the “cold war’’, both 
sides the talks did not propose the dissolution of these 
blocs but suggested that the framework be kept intact. 
The firm maintenance of NATO has been stressed many 
times before by the U.S. side. This shows that the 
emerging from the era of the cold war, acknowledged by 
the talks, does not, by itself mean a substantial advance 
towards world peace, though it may be a new develop- 
ment in U.S.-Soviet relations. 


2. Now the evil consequences of the military blocs are 
being keenly questioned. At this time a series of impor- 
tant changes have developed on the question of the 
invasion and military intervention in Czechoslovakia by 
the forces of the five Warsaw Treaty countries led by the 
Soviet Union, a typical evil outcome of military blocs. 
Hungary and Poland, followed by East Germany, Czech- 
oslovakia and Bulgaria, have one after the other con- 
demned the intervention as a mistake. President Gor- 
bachev in Milan admitted the mistake by saying that it 
was not an appropriate action, though in terms which 
were not clear enough. In Czechoslovakia, the new 
cabinet has announced that it will have negotiations with 
the Soviet Union for the withdrawal of Soviet troops. 


When asked by the Czechoslovak press corps in the joint 
press conference of the U.S.-Soviet summit, whether 
there would be any more military interventions and 
whether the results of the summit meeting should be 
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taken as the Soviet Union having given up the Brezhnev 
Doctrine, President Gorbachev answered: The people 
have the right to decide the destiny of their own country 
and they do so. President Bush remarked, that the 
previous doctrine would have resulted in a different 
approach, indirectly acknowledging that the ‘limited 
sovereignty”’ doctrine does not exist. 


President Gorbachev said that there is need for the 
military blocs of East and West to be transformed from 
the present military organization into a military/political 
apparatus and then into a political apparatus. He was not 
yet prepared to make a principled proposal for the 
dissolution of the military blocs. 


3. The U.S.-Soviet summit discussed a ban on chemical 
weapons, a reduction in strategic nuclear weapons, and 
in conventional forces in Europe and various other 
disarmament questions. The Soviet side stated the pos- 
sibility of a basic agreement in the negotiations for the 
reduction of strategic nuclear weapons, and proposed to 
open negotiations for the reduction of naval forces, 
pointing out that the sea-launched missiles have been an 
obstacle to agreement. The US. side expressed a strong 
willingness for a ban on chemical weapons and revealed 
that the summit talks failed to reach an agreement on the 
reduction of naval forces, the concern of the Soviet side, 
saying that it is the area in which an immediate advance 
seems possible. 


The promotion of these disarmament measures is neces- 
sary for world peace, but in general they are not yet based 
on a clear perspective for the dissolution of the military 
blocs and the elimination of nuclear weapons. No men- 
tion was made by either side of the need for the elimi- 
nation of nuclear weapons, as far as can be judged from 
the published reports. 


4. On the question of regional conflicts, it was reported 
that the discussion on the issues of Central America and 
the Middle East led to an agreement on the need for a 
political settlement. On the Lebanese question, both 
sides spoke of the possibility for a peaceful settlement 
and their readiness for cooperation to this end. On 
Nicaragua, Central America, a difference of opinion was 
seen on the question of Soviet-made weapons. 


President Gorbachev said that there is a possibility to 
achieve peace and calm in this region that would be in 
accord with the interests of the people and not contrary 
to U.S. interests. President Bush took up the weapons 
question, saying that Soviet-made weapons have been 
found in El Salvador, and Nicaragua did not tell the 
truth to the Soviet Union on this question. President 
Gorbachev simply replied that the conditions in Central 
America are ripe for improvement. The right of nations 
to self-determination and the prevention of aggressions 
are essential in dealing with regional questions, but the 
summit has left an ambiguity on this point. 


5. In the talks, U.S. President Bush expressed the U.S. 
position of hoping that Gorbachev’s policy will succeed 
in the Soviet Union. On their economic problems he 
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made some proposals for aid to the Soviet Union. 
President Bush made it clear that they had held discus- 
sions about the economy, and said that “the Soviet 
Union now seeks greater engagement in the international 
market economy, a step that certainly I'm prepared to 
encourage in every way I can.”’ Bush expressed the U.S. 
intention to help the Soviet Union to find common 
ground with multinational organizations in terms of 
monetary and other major interests. This shows U.S. 
trust in the Soviet Union’s “new thinking”. This “new 
thinking” is highly evaluated by U.S. ruling circles in 
that it gives priority to negotiations and agreement with 
the United States, rather than on efforts for social 
progress by the people of each country. 


It is natural for the governments of the United States and 
the Soviet Union to have various negotiations. In order 
to make such negotiations truly fruitful, what is deci- 
sively important is not the “new thinking” line which 
gives up the position of historical materialism and 
ignores the people’s struggle in each country but that the 
people of each country should strengthen their voice for 
disarmament, including the elimination of nuclear 
weapons and the dissolution of military blocs. This is the 
conviction of the Japanese Communist Party. 


Soviet Union 


USSR’s Martynov Speaks About Post-Malta Era 


OW0612011989 Tokyo ASAHI SHIMBUN in Japanese 
5 Dec 89 Morning Edition p 6—FOR OFFICIAL USE 
ONLY 


[Text] Mr Vladlen Martynov, director of the World 
Economics and International Relations Institute of the 
Soviet Union, who is currently visiting Japan to attend a 
board meeting of United Nations University, granted an 
interview to ASAHI SHIMBUN at a hotel in Tokyo on 4 
December. He said the U.S.-Soviet summit in Malta 
“made possible the new thinking that the interests of 
mankind take precedence over the interests of a nation 
and made the cold War a thing of the past.” He also 
predicted that military confrontation between the North 
Atlantic Treaty Organization (NATO) and the Warsaw 
Pact can be dissolved within the next 10 years. 


Director Martynov forecast that “the Warsaw Pact will 
shift the emphasis of its functions from a military to a 
political one,” and said that “if similar developments are 
made in NATO, political dialogue can begin between the 
two blocs, thus enabling moves in a desirable direction.” 


Saying that he “‘welcomes”’ the democratization going on 
in such East European nations as Czechoslovakia, 
Poland, and Hungary, he added that he “believes pere- 
stroyka will begin” even in Romania which is at present 
still holding on to the socialism of the past. 
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On the Soviet economy, he admitted that “now is its 
most difficult time’ and frankly said that “the govern- 
ment needs to have courage to overcome the economic 
crisis.” 


A summary of the interview follows: 


{ASAHI SHIMBUN] How do you view the U.S.-Soviet 
summit talks in Malta? 


{[Martynov] The significance of the summit lies in the 
fact that the two top leaders have made possible a new 
approach in which the interests of mankind are placed 
ahead of national interests. I think it will eventually 
make a great contribution to international relations in 
the next 10 years. The two top leaders have found a 
common ground based on this new approach, and have 
made possible the thinking that the cold war era is a 
thing of the past. 


[ASAHI SHIMBUN] Do you mean that military con- 
frontation will disappear in the next 10 years? 


{Martynov] Don’t you think that 10 years should be 
enough to solve a problem? I think that in the Warsaw 
Pact, emphasis will shift to it playing more of a political 
role. If NATO moves in the same direction, a political 
dialogue may begin. 


[ASAHI SHIMBUN] Are you referring to the pan- 
European summit talks proposed by General Secretary 
Gorbachev? 


[Martynov] This needs to be viewed within the frame- 
work of what I said. There is no need to say that a new 
situation is being created in Europe. East Germany and 
Czechoslovakia are undergoing major changes, and in 
Poland the “Solidarity” group has started to lead the 
government. Perestroyka has started even in in Bulgaria. 
The direction of change is toward “democratization” 
and we welcome this. 


[ASAHI SHIMBUN] What about Romania? 


[Martynov] That is a tough question. But I believe that 
perestroyka will begin even in Romania. I am convinced 
that democratization is the only possible process for 
developing socialism. Developing our thinking even fur- 
ther, we will inevitablay agree with the process of democ- 
ratization. I think that this was the true substance of the 
thinking of Marx, Engels, and Lenin. Biased socialism— 
in other words, the socialism that we experienced in the 
past—was something that impeded development. 


[ASAHI SHIMBUN] Did President Bush clarify his 
support for perestroyka in Malta? 


{[Martynov] The Soviet Union and the West have come 
to understand that stable growth on either side actually 
benefits the other side. Gone are the days when it was 
said that the worse the conditions were on one side, the 
better it would be for the other side. 
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[ASAHI SHIMBUN] President Bush proposed the pro- 
motion of economic relations with the Soviet Union, 
offering among other things to help the country partici- 
pate in the General Agreement on Tariffs and Trade 
(GATT) as an observer. 


{[Martynov] I had expected it. It is important that the 
Soviet Union participate in all international activities 
and is granted all appropriate rights enabling it to have 
active exchanges with the Western camp. This applies 
not only to GATT but also to the International Monetary 
Fund (IMF) and the World Bank. 


[ASAHI SHIMBUN] When we talk about the possibility 
of the Soviet Union joining GATT, there arises the 
question of currency convertibility. Is there a way of 
solving the problem? 


{Martynov] This is a major but difficult problem. The 
Soviet economy is in a very bad state. Since demand and 
supply of consumer goods is not balanced, there is a 
tendency toward inflation and speculation. Monetary 
and financial problems cannot be solved in a year, and 
the problem of price reform is enormous because many 
people are against it. However, there is a way of doing it 
while keeping in mind the low-income people’s position. 
I think the Soviet Government lacks courage. 


[ASAHI SHIMBUN] What is the outlook for the ruble 
becoming convertible? 


{[Martynov] I do not agree with creating a “second 
currency” [not further clarified]. We should seek to 
stabilize the ruble within the Soviet Union first, and then 
secure its convertibility with other currencies step by 
step. Given favorable economic conditions, the attain- 
ment of complete convertibility of the currency may be 
possible as early as by the end of the 1990's. 


‘Concern’ Over Trade Deals With USSR, E. Europe 


OW0312160089 Tokyo THE DAILY YOMIURI 
in English 2 Dec 89 p 9—FOR OFFICIAL USE ONLY 


[‘“‘Currently Speaking’’ column by YOMIURI 
SHIMBUN staff writer Yasuhiko Shibata: “Japan Seen 
Lagging Behind in Rush for East Bloc Deals’) 


[Text] At the summit off Malta scheduled for Dec. 2 and 
3, the United States is reportedly expected to grant 
most-favored-nation trade status to the Soviet Union, a 
move that will have a major impact on the amount of 
trade between the two nations. 


West European nations are also paying close attention to 
developing markets in the Soviet Union and East Europe 
and are moving to strengthen their ties through assis- 
tance to those European nations. 


These overseas moves are causing concern among Japa- 
nese business leaders who fear Japan may be “missing 
the bus” in East Europe, but there is an even greater 
danger. If Japan does not get busy, an entirely new world 
economic order—without Japan—may emerge. 
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As if anticipating such moves, more than 10 U.S. firms 
have already contracted joint ventures with Soviet part- 
ners this year. These firms include Dow Chemical Co. 
and Reynolds Metals Co., an aluminum fabricator. 


In addition, it is rumored that such big businesses as 
Ford Motor Co., Chevron Corp., RJR Nabisco, Inc. and 
Eastman Kodak Co. will also enter the Soviet market in 
the future. 


This process is expected to accelerate once the Soviet 
ruble becomes convertible. Currently, the ruble’s value is 
set at an artificially high level and impedes investment. 


Of more than 1,000 joint ventures between the Soviet 
Union and the Western nations already under applica- 
tion, 20 involve a Japanese partner. Even worse, all the 
Japanese projects are small-scale. 


Seen from this point, the announcement of a huge joint 
project petrochemical plant in West Siberia with partic- 
ipants from Japan, the United Staite, European nations 
and the Soviet Union sent shock waves through Japan. 


Because Japanese banks and trading houses are expected 
to take part in the Y2.2 billion Siberian project, the 
Japanese business world hopes Japan will take the 
opportunity to make up for its delay in improving 
relations with the Soviet Union. 


Given the pace of the current U.S.-Soviet economic 
detente and the ever-increasing cooperation between the 
European Community and East Europe—all without 
Japanese business world is understandable. 


But the situation may be even more serious. 


Many U.S. citizens reportedly feel more threatened by 
Japanese economic power rather than Soviet military 
power. In the EC and other West European Nations, 
public opinion emphasizing the menace of the Japanese 
economy are growing stronger. 


Just as Carthage, which attacked the Roman Empire in 
search of wealth, was destroyed in 146 B.C., we cannot 
be sure that Japan will not be bashed by a U.S., Soviet, 
and East- and West-European confederation in the 
future. 


While it is no use worrying about our current loneliness, 
it is more essential than ever for Japan to form a national 
economic strategy to prevent the nation from suffering 
from international isolationism. 


Business Seeks Greater Cooperation With USSR 


OW06 12044189 Tokyo MAINICHI SHIMBUN 
in Japanese 4 Dec 89 Evening Edition p 4—FOR 
OFFICIAL USE ONLY 


[Text] With the United States indicating a positive stand 
on economic cooperation with the USSR, signaling an 
end to the cold war, Japanese economic circles and trade 
officials are welcoming it “as a chance to expand eco- 
nomic relations with the USSR and Eastern Europe.” 
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However, there is increasing concern that “Japan will 
fall behind in the world trend if it does not change its 
diplomatic stance which has hampered friendly relations 
with the USSR; that is, sticking to the northern territo- 
ries issue, a legacy of East-West confrontation.”’ (accord- 
ing to the Soviet and East European Trade Association) 


Trade between Japan and the USSR has fluctuated after 
hitting $5.6 billion (total of exports and imports) in 
1982; it registered a record $6 billion in 1988. However, 
“trade is not expected to sharply increase and will 
remain at about $6 billion a year for the time being.” 
(according to JETRO, the Japan External Trade Organi- 
zation) Until last year, there were only eight direct 
investments by Japan in the USSR. Although there was a 
sharp increase in investments this year following the 
amendment of the USSR joint venture law, the number 
remains at only 20, and most of the investments are in 
small- and medium-sized businesses such as timber and 
fisheries processing. 


This stagnation in Japanese investment stems from 
insufficient infrastructure (social infrastructure) in the 
USSR and political factors such as Cocom (Coordinating 
Committee for Multilateral Export Controls). Economic 
circles have already voiced discontent, saying: 
“Although there is great potential for developing eco- 
nomic exchanges between Japan and the USSR, regula- 
tions such as Cocom are in the way.” This has subdued 
the enthusiasm of industrial circles. (according to 
Toshikuni Yahiro, chairman of the Soviet and East 
European Trade Association). 


Defense Wants Soviets To Release Data First 


OW0212123189 Tokyo THE JAPAN TIMES 
in English 30 Nov 89 p 2—FOR OFFICIAL USE 
ONLY 


[Text] The Soviet Union should be the first to reveal 
military information in a Moscow-proposed pact to 
exchange bilateral defense data, a Japanese defense offi- 
cial said. 


Vice Defense Minister Seiki Nishihiro said the Defense 
Agency welcomes a Soviet offer to exchange inspection 
teams to observ’ military conditions in adjoining parts 
of both nations. 


Soviet leader Mikhail Gorbachev's top aid, Aleksandr 
Yakovlev, who made a week-long visit to Japan earlier 
this month, offered the proposal in an interview with a 
Moscow magazine put on sale last week. 


The No. 2 Politburo member proposed starting trust- 
building exchanges between Soviet military forces and 
Japan’s Self-Defense Forces [SDF]. 


He also told the magazine that Japan’s belief that Soviet 
troops in the Far East are a threat is wrong. 
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Nishihiro said, however, that in the proposed bilateral 
information exchanges, the Soviets should be the first to 
disclose information, including the location of bases or 
units. 


He pointed out that Japan has already made public the 
locations of SDF bases and specifications of unit char- 
acteristics. 


“To start with, we take it for granted that they should 
show us what we have already made public. No country 
is as open as Japan,” Nishihiro said. 


The official added: “Japan will dispatch an inspection 
mission of the Soviet Union will disclose what unit is in 
what town, or where intercontinental ballistic missiles 
are located.” 


Business Leader on Economic Ties With USSR 


OW0712062789 Tokyo NIHON KEIZAI SHIMBUN 
in Japanese 6 Dec 89 Morning Edition p 5—FOR 
OFFICIAL USE ONLY 


[Text] Commenting on economic exchanges between 
Japan and the USSR after the U.S.-Soviet summit 
meeting, Chairman Ishihara of the Japan Committee for 
Economic Development [Keizai Doyukai] said at a news 
conference on 5 December that “although aid would be 
necessary, how do we deal with the absence of a peace 
treaty? This is a difficult problem for Japan.” He thus 
indicated his opposition to setting aside the northern 
territories issue and starting economic assistance to the 
USSR. 


Ishihara admitted that “if the Soviet economic situation 
deteriorates too much, the Western camp would be 
worried about the future. Economic aid would be a 
necessary means.” However, he added, “my feeling 
about the way the United States is doing things is that it 
seems like it does not talk about whether the USSR will 
continue to uphold communism or allow the existence of 
free political parties in the future, but is only concerned 
with how to make it easier for the USSR to come closer 
to the Western camp.” 


Japanese Firms Join West Siberian Oil Venture 


OW0212152089 Tokyo MAINICHI DAILY NEWS 
in English 1 Dec 89 p 1—FOR OFFICIAL USE ONLY 


[Text] A consortium of Western companies, including 
two of Japan’s trading houses, has agreed to form a joint 
venture in the Soviet Union to build and operate from 
1993 a 2.2 billion dollar petrochemical complex in 
western Siberia, industry sources said Thursday. 


The joint venture is between Tobolsk Petrochemical, 
formed by the Soviet Ministry of Chemical and Oil 
Refining Industries, and a consortium of Western com- 
panies led by Combustion Engineering Inc. of Stamford, 
Connecticut, and Neste Oye of Finland, a petrochemical 
company. 
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Combustion Engineering is to manage the project and 
handle foreign currency financing. Neste is to market the 
products worldwide. 


The plan calls for the construction of a plant in Tobolsk 
with an annual production capacity of 450,000 tons of 
polypropylene and 100,000 tons of styrene. Propylene 
and polyethylene will also be produced. 


The petrochemicals are to be used in consumer goods, as 
well as products for the automotive and medical mar- 
kets. 


The joint venture will be alled Western Siberian Petro- 
chemical Co. (WESPEC) and is one of seven projects 
aimed at modernizing the Soviet petrochemical industry 
in a bid to help solve its chronic shortage of consumer 
products. 


However, the acquisition of foreign currency through 
exports is seen as one of the most attractive features of 
the project for the Soviet side. 


Sources said Mitsubishi Corp. and Mitsui and Co., two 
major Japanese general trading firms, will undertake 
procurement of machinery and equipment. 


McDermott International Inc., a New Orleans-based 
hydraulic machinery producer, originally planned to 
take part in the project, but pulled out due to a disagree- 
ment over the terms of the contract, the sources said. 


The first three plants in the complex in Tobolsk, located 
1,760 kilometers east of Moscow, are expected to be 
finished in 1993, Combustion Engineering spokes- 
woman Karen Armour said. 


A second phase would add more plants to produce 
different chemicals, while the third phase calls for 
another complex in the Soviet town of Surgut, 432 
kilometers northeast of Tobolsk. 


Sources said Combustion Engineering and Neste have 
agreed to put up 40 million dollars each while Mitsui and 
Mitsubishi will extend 2 million dollars each to make up 
part of the 15 percent of the seed capital the West has 
agreed to pay, with the Soviet ministry contributing the 
rest. 


Of the remaining 15 percent, several banks are providing 
the credit. The syndicate of banks is led by Morgan 
Grenfell and Co., a British merchant bank and includes 
the First Bank of Chicago, Credit Lyonnais of France 
and a Finnish bank, the sources said. 


The partners signed an agreement on feasibility studies 
in December last year and on Tuesday signed documents 
to proceed with the project and to establish an invest- 
ment firm in Vienna, the industry sources said. 


Combustion Engineering also produces software pro- 
grams as well as instrumentation and control products 


FOR OFFICIAL USE ONLY 


FOR OFFICIAL USE ONLY 


FBIS-EAS-89-238-S 
13 December 1989 


used in the hydrocarbon business under a 1987 joint 
Soviet venture. Armour said the venture has been oper- 
ating since early this year. 


Trans-Siberian Optical Fiber Cable Firm To Form 


OW 1012112889 Tokyo ASAHI EVENING NEWS 
in English 9 Dec 89 p 5~-FOR OFFICIAL USE ONLY 


[Text] Nine telecom firms of eight countries, including 
Japan, have agreed to set up a trans-Siberian optical fiber 
cable construction company, Japan’s international 
telecom giant, KDD, has said. 


KDD officials said the agreement came at a meeting of 
the nine telecom firms in London from Nov. 29 until 
early December. 


Details of the project, including cost and the capacity of 
cable, will be worked out later, the officials said. 


The trans-Siberian cable proposal was initially made to 
KDD by a high Soviet government telecom official when 
he came to Tokyo last February. 


KDD and the United States’ U.S. West Inc. and British 
Telecom, which showed an interest in the proposal, last 
May began studying the feasibility of the project. 


As a result, the three agreed on the technological feasi- 
bility of the project. However, they saw some problems 
in the commercial feasibility. 


KDD has thus proposed the construction of an optical 
fiber cable, first between Copenhagen and Moscow, the 
officials said. 


Depending on the results of construction of the Copen- 
hagen-Moscow cable, the possible extension of the cable 
should be studied, KDD also suggested. 


Companies To Jointly Produce Thermoses in USSR 


OW04 12111389 Tokyo NIHON KEIZAI SHIMBUN 
in Japanese 3 Dec 89 Morning Edition p 1—FOR 
OFFICIAL USE ONLY 


[Text] Nissho Iwai, Zojirushi Thermos Bottles, and Ube 
Industries, Ltd will joint efforts in exporting a thermos 
bottle plant with an annual capacity of | million units to 
the USSR. This plant is the first full-fledged thermos 
bottle factory being planned by the Soviet Ministry of 
Metallurgy. It will produce the stainless type of thermos 
bottles developed by Zojirushi. The contract for the 
plant costs about 5 billion yen. Recently, the Gorbachev 
administration has come to put emphasis on relieving 
the shortage of commodities in its domestic policy. It is 
expected that imports of plants involving consumer 
goods will see further growth in the future. 


The contracting parties on the Soviet side are the For- 
eign Trade Corporation and the Heavy Machinery 
Export Corporation. The construction site for the plant 
is being set at Zhlobin in the Belorussian SSR and it is 
scheduled to go into operation in the second half of 


JAPAN 21 


1991. The plant will have complete facilities, from metal 
processing press to plastic processing machinery to fin- 
ishing equipment. Ube Industries will take charge of 
engineering, while Zojirushi will provide the production 
technology. Payment will be spread out over 5 years. 


Four types of stainless thermos bottles, including the 
‘“‘airpot” which pumps hot water out by air pressure, one 
for keeping soup, and another for outdoor use, with 
capacities ranging from | to 3 liters will be produced. At 
present the major manufacturers in Japan produce 6 to 7 
million units of such products each year. 


The level of discontent of Soviet citizens is high because 
of the chronic shortage of commodities. Effective mea- 
sures in this area have become indispensable for the 
success of perestroyka (restructuring). For this reason, 
together with the active purchase of items such as 
stockings and detergents, various ministries have been 
instructed to move the emphasis of their industrial 
investment from heavy industry to consumer goods. 


Although some thermos bottles with glass tubes are being 
produced in the USSR, it has long relied on imports from 
China, India, and other countries. 


Meeting With USSR on AIDS Ends With Agreement 


OW0712061289 Tokyo JIJI in English 1346 GMT 
6 Dec 89—FOR OFFICIAL USE ONLY 


[Text] Moscow, Dec. 6 (JIJI PRESS)—Japan and the 
Soviet Union agreed to cooperaie in fighting acquired 
immune deficiency syndrome (AIDS) at a three-day 
meeting that ended here Wednesday. The agreement on 
AIDS was included in a 1990 joint cooperation program 
worked out by the Japan-Soviet Science and Technology 
Cooperation Committee. Representatives from the two 
sides signed the agreement at the end of the sixth 
bilateral meeting. 


According to Yoshihisa Ara, deputy director-general of 
the Japanese Foreign Ministry’s European and Oceanic 
Affairs Bureau who headed the Japanese delegation, the 
Soviet Union requested Japan to add AIDS research to 
seven other fields of bilateral cooperation. The seven are 
agriculture and forestry, nuclear fusion, radiotherapy, 
wave gears, artificial hearts, the environment and earth- 
quake prediction. 


In the new program, information on AIDS will be 
exchanged between Japan’s Health and Welfare Ministry 
and the Health Ministry of the Soviet Union, Ara said. 
The two countries also agreed to promote cooperation in 
radiotherapy, including the launching of a joint research 
project on radiation which sprang from the | 986 acci- 
dent at the Soviet Chernobyl Power Plant. 


Japan’s Radiation Effects Research Foundation, which 
has been conducting research activities on the effects of 
the 1945 Hiroshima atomic bombing, will take part in 
the bilateral radiotherapy cooperation. 
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In the environment field, Japan and the Soviet Union 
agreed to push cooperation to analyze the impact of 
chlorofluorocarbons on the earth’s ozone layer. 


United States 


Reaction to U.S. Support for USSR in GATT 


OW0812174489 Tokyo ASAHI EVENING NEWS 
in English 7 Dec 89 p 5—FOR OFFICIAL USE ONLY 


(“Comment and Analysis” column by Ken Koshiba: 
“Moscow Looks to GATT”’] 


[Text] Soviet President Mikhail Gorbachev got a “‘sur- 
prise present” from President George Bush at Malta: 
explicit U.S. support for observer status for the Soviet 
Union at GATT (General Agreement on Tariffs and 
Trade). Thus Moscow has virtually obtained a passport 
to the West’s most important trade body. 


GATT is a world trade charter signed by 23 countries, 
including the United States, in 1947. It is better known 
as a multilateral trade regulatory body based on that 
charter. Now it has 96 member countries. Japan joined 
the group in 1955. 


GATT, born of a desire to avoid global protectionism, 
has made a major contribution to the growth of world 
trade. Under the agreement a series of international 
trade conferences, the latest being the Uruguay Round, 
have been organized to lower trade barriers. Japan, of 
course, has benefited greatly from the GATT principle of 
“free and nondiscriminatory” trade. 


The U:S. pledge of support for Soviet entry into GATT is 
an indication that the Cold War structure is beginning to 
collapse. It is alsc a demonstration that the United States 
is willing to cooperate in Gorbachev’s “perestroyka”’ 
experiments, and that success in these market-oriented 
reforms will serve the interests of the West as well. 


Moscow indicated its interest in GATT for the first time 
in 1986 when it proposed to participate in the Uruguay 
Round. The offer was rejected, on the grounds that the 
Soviet Union is a “centrally planned” economy that 
operates under different principles from a market 
economy. But the bid seemed to come closer to reality 
when French President Francois Mitterrand threw his 
weight behind it in October. 


It is reported that major Western countries including 
Japan will meet shortly in Geneva, home to the GATT 
headquarters, to discuss Soviet entry. The indications 
are that Moscow will be admitted as an observer if a 
formal request is made, given the U.S. commitment at 
the summit. 


That commitment has taken official Tokyo somewhat 
off guard. The government, it is said, had not expected 
Washington to give such positive support to Soviet 
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ertry. Outwardly at least, Tokyo is cautious about the 
qucstion of Soviet entry, although there is no imperative 
reason to oppose it. 


The Japanese caution has something to do with the 
situation in East Asia, which still remains largely unaf- 
fected by rapid developments in Eastern Europe. It also 
reflects the state of Japan-Soviet relations. Bilateral 
trade, which reached Y6 billion last year, has been 
tending to level off so far this year. 


MITI [Ministry of International Trade and Industry] 
officials cite the shortage of hard currency in the Soviet 
Union as a major factor in the sluggish trade. Another 
factor given is the lack of an adequate investment 
infrastructure there. At a recent bilateral trade confer- 
ence in Tokyo, Japan turned down a Soviet proposal to 
sign an investment agreement. 


The most important factor, however, is politics. The 
territorial dispute, a legacy of World War II, remains a 
big thorn in the side of Russo-Japanese relations. There 
are as yet no signs that this political roadblock will be 
removed in the near future. But there is now hope, in 
light of what is happening in Europe, that this problem 
will be resolved in one way or another in the broad 
context of East-West cooperation. 


Technology Transfer Causes Japan-U.S. Friction 


OW0712044989 Tokyo NIHON KEIZAI SHIMBUN 
in Japanese 4 Dec Morning Edition p 4#—FOR 
OFFICIAL USE ONLY 


[By reporter Omago] 


[Text] New York—Aircraft-related industries in Japan 
and the United States are chagrined by the recent trend 
of “their bilateral cooperation becoming a seed of all 
kinds of friction.” For example, following the request of 
two major U.S. aircraft engine makers for Japan’s par- 
ticipation in developing civil supersonic aircraft, a U.S. 
Government official made remarks informally attaching 
conditions to the transfer of technology to Japan. 


It is a common understanding among the industries that 
“bilateral cooperation” is indispensable in developing 
aircraft which costs a huge amount of money. U.S. 
Government and Congress officials are obstructing this 
cooperation. Since the Japanese-U.S. friction sur- 
rounding Japan’s next-generation support fighter (FSX), 
“the FSX phenomenon,” in which the U.S. Government 
and Congress meddle in the joint development of air- 
craft, is becoming a matter of course in the United 
States. Is there no way to break this contradictory 
situation? 


Two major U.S. companies, Pratt & Whitney (P&W) and 
General Electric (GE), applied for participation in devel- 
oping engines for civil supersonic aircraft under a Japa- 
nese Government project. Reporting on this application, 
WALL STREET JOURNAL carried a U.S. Government 
official’s remarks criticizing these moves by the two U.S. 
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firms. The two U.S. firms have been accumulating 
technology and playing a key role in developing engines 
for supersonic aircraft under a U.S. Government project. 
The gist of the government official's remarks is that “if 
the accumulated technology is transferred to Japan, it 
will become a politically sensitive issue in the United 
States.”’ The two U.S. firms are appalled at the remarks, 
saying that “no decision has been made on our partici- 
pation.” With regard to the request of the U.S. Boeing 
Company for Japanese enterprises’ participation in the 
development of the next-generation civil aircraft 
“*B767X," there are moves within the U.S. Government 
and Congress to express concern over the technological 
transfer to Japan. Reacting to these moves, the Japanese 
Government an. some Japanese enterprises have 
announced plans for “independent development,”’ which 
has further deepened distrust between the two countries. 
The mood for bilateral cooperation at the private level 
has disappeared. 


This phenomenon is viewed as ‘‘a result of government 
intervention.” Aircraft development is closely related to 
military use and costs a huge amount of money. For this 
reason, aircraft industries in the United States and Japan 
have relied on government's subsidies. A Japanese auto- 
maker executive said that “this reliance has resulted in 
the management of technology by the government and in 
political intervention.” The first step to ease frictions 
may be the exercise of wisdom by private enterprises by 
reducing their dependence on the government. 


Kaifu Pledges To Narrow Price Gap With U.S. 


OW0712145589 Tokyo JIJI in English 1252 GMT 
7 Dec 89—FOR OFFICIAL USE ONLY 


[Text] Tokyo, Dec. 7 (JIJI PRESS)}—Prime Minister 
Toshiki Kaifu Thursday reiterated a government pledge 
to solve the current U.S.-Japan trade dispute stemming 
from price gaps between Japan-made and imported 
products. 


In a brief meeting with visiting U.S. Sen. John Rock- 
efeller (D.-West Virginia), Kaifu said Japan will make 
positive efforts to obtain tangible results in narrowing 
the price gaps. 


Large gaps between home-made and imported goods 
have developed into a trade issue between Japan and the 
United States, with the U.S. Government arguing that 
Japan’s complicated distribution system causes U.S. 
products to cost more than home-made goods in Japan. 


The U.S. side, which has labeled such a system as a 
structural impediment to imports, has been pressing for 
remedial measures at bilateral structural impediments 
initiative (SIT) negotiations with Japan. 


Rockefeller, for his part, argued that the Japan-U.S. 
dispute over structural problems stems partly from Jap- 
anese business practices, like those in the distribution 
sector, real estate transactions and the construction 
industry. 
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The senator also said the emotionally charged reaction in 
the United States to high-flying Japanese investment in 
that country is waning. In this respect, Kaifu told Rock- 
efeller that there still are various problems pending 
between the two countries, and stressed the need for 
more joint efforts to enhance bilateral relations. 


Foreign Minister Views U.S. SII Talxs 


OW06 12040989 Tokyo THE DAILY YOMIURI 
in English 4 Dec 89 p 1—FOR OFFICIAL USE ONLY 


[Text] GIFU—Foreign Minister Taro Nakayama sug- 
gested his intention Saturday to coordinate opinions 
among government offices as part of the ministry's effort 
to avoid friction with the United States over bilateral 
talks on structural impediments to trade. 


“In order to further strengthen mutual trust between 
Japan and the United States, I'd like to perform one 
large task in the new year,"’ Nakayama told reporters at 
a hotel here, suggesting his intention to mediate con- 
flicting opinions on alleged trade barriers in Japan 
among concerned government offices. 


Pressed for clarification on the issue, the foreign minister 
named opening Japanese super computer and satellite 
markets to foreign businesses. It is necessary for Tokyo 
to make “political decisions” on these issues when the 
time comes, he added. 


Nakayama also stressed during the press conference that 
the government would “continue to promote coopera- 
tion” with the Aquino administration in the Philippines 
which rebel troops tried to overthrow in an attempted 
coup staged Friday. 


Japan-U.S. ‘Friction’ Expected Over Markets 


OW 1012110389 Tokyo THE DAILY YOMIURI 
in English 9 Dec 89 p 9—FOR OFFICIAL USE ONLY 


[Currently Speaking” column article by Yasuhiko Shi- 
bata, YOMIURI SHIMBUN staff writer: “Friction To 
Intensify Over Financial Markets”’} 


[Text] Friction between Japan and the United States is 
expected to intensify again over Japanese regulations 
governing financial and capital markets, a topic not yet 
officially under discussion at the Structural Impedi- 
ments Initiative (SII) talks. 


An official of the U.S. Department of the Treasury 
recently initiated the debate in an interview by Japanese 
media, saying that Japan should adopt and present a 
schedule to abolish the economic regulations within one 
year. 


Bilateral financial friction has been quelled by several 
Japanese concessions made at meetings of the Japan- 
U.S. Yen-Dollar Problem Committee in 1982. 


This revived interest in Japan's financial and capital 
markets demonstrates how fast the strength of the yen 
has grown since then. 
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Triggered by demands made by the United States for the 
opening of Japan's financial markets in the early 1980s, 
liberalization and internationalization of the markets 
has increased rapidly. 


These same demands by the United States are also aimed 
at increasing the strength of the yen in Europe to 
supplement the weakening U.S. dollar. 


In response to the various U.S. requests, the Finance 
Ministry took drastic measures to open the financial 
markets. This included gradually liberalizing interest 
rates and inviting foreign banks and security firms to 
participate in the Japanese markets. 


However, over the past few years, Japan has also used 
the opening of its markets to its advantage. Utilizing the 
relaxation of administrative regulations, private banks 
and security firms have increased the strength of the yen 
in U.S. and European markets. 


Currently, the total assets of Japanese banks in the 
United States amounts to $370 billion. In contrast, 
Japanese assets of U.S. banks are a mere $30 billion. 


In addition, although the Japanese banks’ share in the 
U.S. market surpasses 14 percent, the opposite is only a 
few percent. 


Because the United States is more concerned with its 
budget deficit and the long-standing, slow-to-improve 
trade deficit, it is losing patience with negotiations and 
has begun to demand concrete results. 


Accordingly, the U.S. side is not satisfied with the results 
of the Japan-U.S. yen-dollar committee meetings even 
though Japan has carried out all of its promises. 


The United States is particularly annoyed that U.S. 
banks cannot acquire Japanese banks, although its japa- 
nese counterparts are buying one U.S. bank after 
another, thereby extending their powers. The U.S. side 
insists that this “is apparently caused by Japan's closed 
markets.” 


A high-ranking official of the Finance Ministry predicts 
that the United States will urge Japan to open its markets 
even more, since it failed to restrict the activities of 
Japanese banks by regulating Japan’s ratio of net worth 
against total capital in the Bank for International Settle- 
ments Countries. 


He goes on to declare that the United States will con- 
tinue to press its demands until the major U.S. banks are 
able to acquire one or two Japanese banks. 


The financial friction bout between Japan and the 
United States will enter its second round when full- 
fledged negotiations begin next spring. 


If the U.S. side persists in its demand for “results,”’ the 
Japanese negotiators may simply have to find a Japanese 
bank willing to sell itself to the United States. 
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Daily Warns Against Trade Protectionism 


OW08 12041689 Tokyo NIHON KEIZAI SHIMBUN 
in Japanese 28 Nov 89 Morning Edition p 2—FOR 
OFFICIAL USE ONLY 


(Editorial: “Japan-U.S. Cooperation Urged in Efforts To 
Block Protectionism”’] 


[Text] Temptations to put trade under government con- 
trol are beginning to spread in Japan and the United 
States. Trade control measures being sought range 
widely from those aimed at alleviating strained Japan- 
U.S. relations to those designed to bash Japan. However, 
this tendency toward controlled trade between economic 
super powers brings with it the danger of throwing the 
world into protectionism if only one wrong move is 
made. 


In the United States, talks on government-controlled 
trade are noticeable even from among influential econ- 
omists who are supposed to believe in free trade. Mr 
Lima Devries [name as published], manager of Morgan 
Bank's International Economy Department, has 
demanded Japan's self-restraint on exports, including 
sales of products from locally-based plants, saying: “It is 
desirable that Japan reduce its car-export quotas to the 
United States drastically, taking into account the 
expanded production of cars in the United States.” 


Professor Donbush of the Massachusets Institute of 
Technology is asking Japan to increase its imports from 
the United States by more than | 5 percent a year, saying: 
“The fact that Japan's level of imports in relation to the 
percentage of its Gross National Product (GNP) has 
remained almost constantly the same at 2 percent for the 
past 25 years shows how closed the Japanese market is.” 
The professor's contention is that before Congressman 
Gephardt starts a trade war, a compromise should be 
reached between Gephardt's way of thinking and the 
status quo. 


Spreading Temptations for Controlled Trade 


In recent Japan-U.S. deputy ministerial-level talks, the 
U.S. side expressed concern about Japan’s increasing 
investments in plants and equipment. This was another 
attempt to put a stop to the increase of exports by Japan 
from its roots. Among the people of the Democratic 
Party and trade unions, there is also emerging an idea of 
controlling trade not only in overall sum but broken 
down by business sectors. 


In the background for demands of controlled trade 
within the United States are irritations about the 
nations’s continued trade deficit with Japan running to 
$50 billion a year and about the ineffectiveness of the 
economic readjustment efforts between Japan and the 
United States. The deficit with Japan has not decreased 
despite currency exchange readjustment actions and 
macroeconomic measures such as the dollar value depre- 
ciation following the Plaza Agreement of September 
1985, domestic demand expansion in Japan, and the 
financial deficit reductions in the United States. The 
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U.S.-Japan structural talks dealing with the issue are 
being held to tackle important structural reform ques- 
tions; questions handled include land prices, distribution 
system and intragroup business activities for Japan, and 
investment promotion and export promotion for the 
United States. But both Japan and the United States are 
only repeating defenses and accusations in the talks. It 
takes time to solve restructuring problems. Given such 
circumstances, to those who seek results over anything 
else, the aspects of controlled trade tends to come in 
handy. 


In view of improved relations between the United States 
and the Soviet Union, there are those who go so far as to 
say the threat for the United States is no longer the 
Soviet Union but Japan. This, coupled with the view of 
Japan's ethnocentricity [ishitsu-ron], will make Japan- 
U.S. relations increasingly awkward. 


The Japanese side is beginning in a hurry to come up 
with a countermeasure to deal with this. In a certain 
quarter of the Liberal Democratic Party there is talk 
about instituting export taxes aimed at containing 
exports of Japan. It appears that this view—that 
increased exports by the auto and electric appliance 
industries are resulting in increased pressures for liber- 
alization of farm products for Japan—appears to be 
persuasive, particularly now when votes of farmers and 
medium- and small-business operators are crucial in the 
forthcoming general elections. 


In fact, enterprises from export-oriented industries like 
auto, electrical appliance and precision-machine manu- 
facturers, are announcing one after another their action 
plans for increasing imports and containing exports. 
These microeconomic efforts to contribute toward bal- 
ancing of trade revenues at the individual enterprise 
level result from strong appeals by the Ministry of 
International Trade and Industry [MITI]. The MITI 
appeals tacitly encourage increasing foreign investments 
and production from locally-based plants. Multinational 
enterprises ought know what to do to maximize their 
profits for the long-term, and the the MITI asserts that 
“these efforts are only to prevent controlled trade from 


happening.” 


But the problem is that trade comes increasingly under 
government control in this manner. If guidance for 
individual enterprises becomes excessive, this will no 
doubt affect the management of the enterprises, possibly 
damaging the vitality of the enterprises. 


Besides, even though the authorities claim the enter- 
prises are acting on their own plans, the action consti- 
tutes de facto administrative guidance, and this gives 
impressions to other countries that whenever there is a 
problem, Japan fills in a stopgap by resorting to admin- 
istrative guidance. Another problem is that there is a 
tendency in the United States—which has been 
demanding clarity of policies— to rely on the adminis- 
trative guidance in Japan in solving the matter. The 
control of trade cannot but be a stopgap measure for the 
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United States either, and this has no meaning as long as 
competitiveness is lacking. The industries which “can 
take a break” are bound to suffer, nor can this bring any 
benefits to consumers in the United States. 


If control on trade grows in Japan and the United States, 
this will work as a major detriment to the world 
economy. This is because the action would be tanta- 
mount to thwarting free trade when a move toward free 
trade is about to spread throughout the world as a result 
of the democracy movement in East Europe and the 
planned market merger in the European Community 
(EC) in 1992. 


Actually, this is now the time for Japan and the United 
States to cooperate in fending off protectionism. 


New Formula Sought 


To do that, the two nations must, first of all, continue to 
tackle and push the task of macroeconomic matters, 
foreign exchange issues and structural reform, all of 
which in fact they have been doing. Probably most 
important for Japan is to expand its domestic market 
demand and for the United States to reduce its financial 
deficits. Slow depreciation of the dollar may also be 
necessary. Then probably comes the need for structural 
reform in relation to an improved distribution system 
and expanded imports. The application of Super Section 
301 (defining unfair trade-practicing nations, unfair acts, 
and sanctions) in the 1990 U.S. Omnibus Trade Act 
should be avoided. 


A decision on the MITI-proposed tax as a way of 
promoting imports should be made once full studies are 
given as to its effectiveness. It should also be necessary to 
obtain understanding from businesses concerned on 
abolishing tarriff duties on those industrial products on 
which low duty rates are presently levied. 


Investments in the United States may hold a key to the 
remedy of the Japan-U.S. imbalance, but attention 
should be paid to the concerns of both Japan and the 
United States so that investment frictions do not occur. 


Furthermore, Japan and the United States should, 
together with Europe, carry out joint research and devel- 
opment programs in such frontier industries as semicon- 
ductors or high definition television. These programs 
should bring cooperation in new fields and should cover 
both basic and application research efforts. Govern- 
ments of both nations should also support cooperation 
on the private level. This in whole should be a formula 
which transcends the formula of the past—free trade 
versus protected trade. 


However interesting a game may be, if only one side 
continues to win, the game cannot be interesting. On the 
other hand, one needs to study and learn the game if he 
wants to win. Japan and the United States should not 
confront each other, but should form a new relationship 
as economic leaders of the world. That will be the 
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appropriate system for crisis management to avoid con- 
trolled trade and protectionism. 


Ishihara Attacks U.S. Congress Over Book 


OW 0612004689 Tokyo MAINICHI DAILY NEWS 
in English 4 Dec 89 1 p 1l—FOR OFFICIAL USE 
ONLY 


[Text] Hondo, Kumamoto—Former Transport Minister 
Shintaro Ishihara has again attacked the U.S. Congress 
saying “Japan has achieved a level of economic devel- 
opment that surpasses that of the U.S.; yet, they still treat 
us as if we were a colony or a dependent.” 


Ishihara made the remarks during a speech Saturday in 
support of a Liberal-Democratic Party candidate in 
Kumamoto Prefecture for the Lower House election 
scheduled reportedly for early next year. 


He used the opportunity to further defend his book, 
considered inflammatory by some commentators, “The 
Japan That Can Say No,” co-authored with Sony Corp. 
Chairman Akio Morita. 


“They made an unauthorized translation of the book 
that is full of errors. Now they are calling me, and they 
are calling Japan, outrageous,” he said. 


The U.S. Senate recently passed a motion to record the 
text of the book into the Senate minutes. 


“This is a lynching. It’s hysterical,” Ishihara said of the 
action. 


* Shintaro Ishihara Plans Visit to U.S. 


WA08 12003689 Tokyo SANDE MAINICHI in Japanese 
3 Dec 89 pp 164-166—FOR OFFICIAL USE ONLY 


{Article by Muneichi Suzuki: “Ishihara’s ‘Dawn Group’ 
Prepares for U.S. Visit; Will He Be the First To Deal 
With Japan-U.S. Antagonisms?”’] 


[Excerpts] “The Dawn Group,” headed by Shintaro 
Ishihara, has started preparations for a visit to the 
United States as its first project. This is because the book 
Mr Ishihara coauthored with Akio Morita, “The Japan 
That Can Say 'No,”” has caused a furor in the United 
States, and has became an international issue. Liberal 
Democratic Party (LDP) sources reacted to Mr Ishi- 
hara’s actions coldly, stating that “Ishihara holds 
extreme opinions.’ But Mr Ishihara is enthusiastic about 
the opportunity to “frankly exchange ideas.” 


On 14 November, “The Dawn Group” met on the sixth 
floor of the Ballet Royale in Nagatacho [the Diet district] 
to hold a simulated debate in preparation for the trip. 
The idea was to “anticipate the logic with which U.S. 
congressmen will push their demands, and then come up 
with ways to reply and to negotiate with them.” 


The group is expecting an exhaustive debate when they 
go to the United States. 
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First, concerning rice import liberalization, Kiyoshi 
Mori posed as a U.S. congressman, and Shizuka Kamei 
as the defending Japanese dietman: 


Mori: “Why doesn't Japan import rice?” 


Kamei: “Because rice has been the center of our culture 
even before recorded history. We cannot allow rice to be 
imported into Japan.” 


Mori: “We appreciate the fact that rice is essential in 
your culture, but 500,000 to | million tons should not 
make that much difference.” 


Kamei: “Once we start importing, it will be difficult to 
restrict the amount of rice coming in. The problem of 
price differentials will force farmers out of work. Since 
we are a sovereign nation, we need to secure basic 
provisions.” 


Mori: “If rice is essential in your culture, why aren't you 
consuming 15 million tons of rice? Why are you 
importing wheat, eating bread, and consuming 5 million 
tons less of rice? Didn't you say that rice fields are the 
wellspring of your culture? We are not asking for a total 
liberalization of the rice market. All we ask for is the 
importation of only half a million tons.” 


Kamei: “Although we eat some bread, rice farming is 
still our foundation. Based on the Food Security Act, we 
cannot import rice.” 


Mori: “You mentioned the Food Security Act, but Japan 
only produces 30 percent of its food in terms of caloric 
consumption. What difference will it make if it produces 
25 percent instead of 30 percent?” 


In this simulation, the “U.S. side’’ seemed more aggres- 
sive, and Dietman Kamei kept on pleading desperately: 
“Rice is Japan's culture!” 


Next came security and defense issues. The group antic- 
ipated: “The United States is going to strongly demand 
increased burden-sharing.” 


To this, most members responded: “Why don't we go 
ahead and pay for it?’’ However, Ishihara expressed his 
long-held contention: “Objectively, the U.S. Forces are 
in Japan because Japan is necessary in the US. global! 
strategy. Just because we are involved, why should we 
pay for everything? Especially now that Soviet-American 
detente will require a lesser U.S. presence in Japan, the 
United States should cut its forces in Japan to save 
money if they are worried about expenses.”’ Mori com- 
mented: “Some of you mentioned earlier that you would 
go ahead and pay for it. You make it sound like you are 
doing the United States a favor. You are taking it for 
granted that the United States is responsible for world 
security. This is not right. Shouldn't Japan also con- 
tribute to the security of the world? If Japan wants to be 
an equal partner, then it should be responsible and have 
an obligation to maintain world peace.”’ 
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Kamei questioned: “Isn't this difficult because of our 
Constitution?” 


Mori refuted this: “You can write your own constitution. 
If it is not good, you should amend it, Take family 
precepts, for example: If there is a fire that requires 
everyone's help to extinguish, can you refuse to help 
because your family precepts do not allow it? What you 
need to do is to change your family precepts." 


Judging from the debate, the new group wants to “put a 
stop to Japan being the yes man.” 


The group members state: “Up to now, Japan and the 
United States have not been equal partners. Looking at 
the negotiations on the liberalization of 12 items such as 
beef and oranges, it is clear that LDP dietmen shout 
against liberalization only when they are inside the party 
or out in their constituencies. The negotiators put up 
some resistance when they go to the United States, but 
they always end up saying ‘yes’ and giving in to the 
United States. We should say ‘no’ when necessary, and 
accept responsibility even if there is domestic resis- 
tance."’ [passage omitted] 


In early October Ishihara, Kamei, and Hiranuma led a 
campaign to form a new group, asking dietmen who 
supported Ishihara in the LDP presidential election to 
join. However, Ishihara and Kamei actually aimed at 
forming a faction to “financially support members and 
help new dietmen ‘vin election.”’ But Hiranuma dis- 
agreed: “It is difficult to form a faction right before the 
election. Let's make it a more informal study group.” 


[passage omitted] 


Even some members acknowledge that “the main body 
of this group consists of six persons—Ishihara, Kamei, 
Mori, Hiranuma, Konoike, and Sonoda.” 


However, since the political situation is in flux at the 
moment, no one knows what this basically six-member 
group will turn into after the election. [passage omitted] 
The group plans to support seven new candidates, 
including Ishihara’s son, Nobuteru Ishihara, in the 
upcoming general election. 


Originally, the group planned to visit the United States 
in mid-December, but because the Christmas holidays 
are approaching, the visit has been postponed until early 
January or after the election. [passage omitted] 


On the controversial racial issue, Mr Ishihara says: 
“Americans often look down on Japanese, making it 
difficult for the Americans to assess Japan correctly. 
Since technological achievements are essential in making 
a civilization, Japan, which possesses superior technolo- 
gies, should be considered an important partner by the 
United States. I want to say that it may not pay for the 
United States to remain condescending toward Japan.”’ 


He also says: “So far, Japanese-U.S. relations have been 
handled mostly by the bureaucrats. [passage omitted] It 
is good for politicians to have a free exchange of views. 
This will be a good opportunity for me to visit the 
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United States, while my infamous book is causing so 
much controversy.” Many Nagatacho politicians feel 
uneasy about Ishihara’s pointed remarks. Kiyoshi lijima, 
a political commentator who knows Mr Ishihara well, 
says: “Ishihara decisively stated what the Americans are 
worried about, such as Japan's superiority in frontier 
technologies. The United States is shocked. But the 
majority of Japanese and LDP members do not share 
Ishihara’s views. His views are personal and extreme.” 


Motoo Shiina, a U.S. expert and a dietman who sup- 
ported Ishihara for LDP party president, is critical of 
Ishihara’s racial remarks. Shiina said: “Torasan's [a 
Japanese actor's] movie line, ‘once you say it, it’s too 
late,’ explains my thoughts on racial issues. It is useless 
to bring up racial theories which only place Japanese- 
Americans in an embarrassing situation. The important 
thing is that discussions should be held with the assump- 
tion that there are no feelings of prejudice. On the whole, 
Mr Ishihara’s arguments are rather shaky without a 
sound basis. He arguments are inflated with too much 


imagination.” [passage omitted] 


Nevertheless, we cannot overlook what Mr Ishihara is 
trying to do with his astuteness in approaching Japan- 
U.S. antagonisms. 


Businesses Provide Guidelines for Conduct in U.S. 


OW0612014189 Tokyo THE DAILY YOMIURI 
in English 4 Dec 89 p 3—FOR OFFICIAL USE ONLY 


[Economic Perspective’ column by YOMIURI 
SHIMBUN staff writer Kazunori Ozaki: “Business 
Groups Provide Guides for U.S. Conduct"’] 


[Text] While the United States threatens Japan with 
retaliatory legislation for alleged trade improprieties, 
and Japanese businessmen make inflammatory state- 
ments that aggravate tensions between the two countries, 
some groups have been working quietly at practical 
solutions to the problems ailing the important bilateral 
relationship 


Late last month, the Japan Association of Corporate 
Executives (Doyukai) issued a set of proposals aimed at 
helping Japanese enterprises effectively deal with fric- 
tion involving investments in the United States. 


“Criteria for Reducing Frictions Involving Japanese 
Investments in the U.S. Manufacturing Sector,” the 
lengthy title of Doyukai’s report covers four broad 
areas—head office management of U.S. subsidiaries, 
operational strategies of U.S. subsidiaries, subsidiary 
contributions to local communities, and behavior of the 
U.S.-based Japanese personnel. 


It clearly states that for Japanese businesses to be effec- 
tive global entities Japanese head offices must hire 
foreign personnel, a move that would expose foreigners 
to Japan and Japan to foreigners. It also says that U.S. 
subsidiaries must work at hiring minority workers. 
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Doyukai urges Japanese companies with U.S. subsid- 
iaries to make generous contributions to local charities, a 
practice common to all major U.S. companies. It also 
advises U.S.-based Japanese personnel to socialize with 
the U.S. citizens they work with. Japanese employees 
based abroad, the report says, often form exclusive 
“Japanese communities.” 


Although the proposals are anything but new, the report 
is significant because it marks the first time Doyukai has 
offered comprehensive criteria for overseas business 
activities. 

Meanwhile, the Federation of Economic Organizations 
(Keidanren) has begun campaigning for “better corpo- 
rate citizenship” in an effort to reduce tensions caused 
by Japanese investment in the United States. The 
Council for Better Corporate Citizenship (CBCC), orga- 
nized by Keidanren in late August, consists of 260 
companies. 


CBCC has held symposiums, both formal and informal, 
to instruct Japanese companies investing in the United 
States on ways to become part of and contribute to local 
communities. 


Because the council is headed by Akio Morita, the 
former chairman of Sony Corp. and vice chairman of 
Keidanren, council meetings have been packed with 
corporate executives since the electronics giant acquired 
U.S. moviemaker Columbia Pictures. 


Morita has made it clear at these meetings that every 
Japanese employee stationed in the United States is 
responsible for making every effort necessary to become 
an integral part of U.S. society. 


Doyukai and Keidanren make it clear that the U.S.- 
Japanese relationship is only going to become more 
entwined. Since the end of 1986, Japanese investment in 
the U.S. has doubled. 


In 1988, $53.4 billion was invested compared to half that 
figure, $26.8 billion, in 1986. 


‘Sharing Burden’ for U.S. Forces Viewed 


OW 1212110889 Tokyo THE DAILY YOMIURI 
in English 10 Dec 89 p 3 


[Article by Britt Casteel, DAILY YOMIURI staff writer: 
“Reluctantly Sharing the Burden”}—FOR OFFICIAL 
USE ONLY 


[Text] U.S. President George Bush signed a bill Nov. 29 
calling on Japan to pay all “direct costs” in fiscal 1990 
incurred in stationing U.S. Armed Forces here, except 
the wages and allowances of the 53,000 U.S. servicemen. 


However, Finance Ministry officials said Dec. 7 that the 
ministry plans only to increase subsidies for salaries and 
allowances of Japanese workers at U.S. bases as the 
revised Japan-U.S. Status of Forces Agreement requires. 
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During fiscal 1989, Japan is paying 142.3 billion yen to 
support the U.S. Forces, according to the Defense 
Agency, including 89 billion yen for facilities improve- 
ment and 53.2 billion yen for the labor costs of Japanese 
hired by U.S. Forces, Japan (USFJ) and tenant service 
facilities. 


What is the status of U.S. Forces, and why are they here? 


“U.S. Forces are present in Japan at the invitation of the 
Japanese Government as part of a recognized need for 
mutual security, as formalized in the Treaty of Mutual 
Cooperation and Security,” said Capt. Ollie J. Johnson, 
U.S. Air Force, USFJ personnel policy officer. 


According to Japan's Basic Policy for National Defense 
established in May 1957, “The objective of national 
defense is to prevent direct and indirect aggression, but 
once invaded, to repel such aggression ... [ellipses as 
published] and to deal with external aggression on the 
basis of the Japan-U.S. security arrangements....”’ 
[ellipses as published] 


USFJ Media Liaison Office spokesman Master Sgt. 
Jacobson Rodrigues said, “The Treaty of Mutual Coop- 
eration and Security gave the U.S. Forces, Japan, com- 
mander responsibility for defense planning and execu- 
tion of those plans during a contingency.” 


“Should Japan, a sovereign country, come to the view 
that such mutual security requirements no longer neces- 
sitated United States military presence, the United 
States would be obliged to withdraw its forces,’ said 
Johnson. “Such a turn of events would probably signify 
the dissolution of the existing mutual security relation- 
ship between the two countries.” 


There are 26,000 U.S. Marine Corps personnel, 16,900 
U.S. Air Force personnel, 7,700 U.S. Navy personnel, 
1,200 U.S. Army personnel and 45,000 dependents of 
those personnel in Japan under the Japan-US. Status of 
Forces Agreement, Rodrigues said. 


U.S. Marine Corps Bases Japan (USMCBJ) has eight 
camps and two air stations, al! but two of the camps are 
in Okinawa. 


Major Commander U.S. Naval Forces, Japan, facilities 
include three fleet-support activities and two air facili- 
ties, and major surface combatants include an aircraft 
carrier, which is assigned fighter and attack aircraft, the 
7th Fleet command ship, and a cruiser and destroyer 
capable of accommodating nuclear warhead Tomahawk 
missiles. 


According to U.S. Air Forces Japan, it has 153 aircraft, 
including 48 F-16 C/D fighters and 72 F-15 C/D fighters, 
while Fifth Air Force “fulfills and forces tactical air- 
power requirements in support of United States’ treaties 
with Japan.” 


Much of the expense borne by the Japanese Government 
is for U.S. Forces responsible not just for Japan, but for 
the western Pacific and Indian Ocean areas, including 
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the 3rd Marine Amphibious Force. However, “‘under the 
current interpretation (of the Japanese Constitution), 
any armed action taken by Japan must be exclusively 
defensive, and an overseas dispatch of its defense forces 
is unconstitutional,” according to the Foreign Press 
Center. This leaves Japan without an international 
defense responsibility. 


U.S. Forces Japan has exclusive use to 32,480 hectares of 
property in Japan, and has limited use of 63,587 hect- 
ares, according to Johnson. Okinawa is the prefecture in 
which U.S. Forces have the greatest exclusive use to 
property, 24,200 hectares. It has exclusive access to 
1,403 hectares in the Tokyo metropolitan district, and to 
1,839 hectares in neighboring Kanagawa-ken, both areas 
of which suffer overcrowdedness and high land prices. 


However, while the United States calls for increased 
burden-sharing on the part of the Japanese, local govern- 
ments near U.S. bases complain of problems caused by 
the local U.S. military presence. 


Many municipalities are clamoring for much of the 
USFJ-occupied land to be turned over to civilian use. 
“Our bilateral property arrangements in Japan are fre- 
quently reviewed with the Japanese Government 
through the joint committee to address concerns of 
various civilian communities,” Johnson said. 


“Whenever facilities and areas used by the U.S. Armed 
Forces are no longer needed, we try to return them to the 
Government of Japan.” 


Noisy field carrier landing practice, including night 
landing practice, of carrier-based aircraft at Atsugi Air 
Facility in Kanagawa-ken and other air facilities has 
been one of many problem areas involving USFJ and 
local governments. 


In regard to Atsugi, “In January 1989, U.S. Forces, 
Japan, made a conditional commitment to the Govern- 
ment of Japan to use Iwo Jima as an interim alternate 
field carrier landing practice (FCLP) site if Japan pro- 
vides the required facilities and operational support on 
Iwo Jima to ensure safe, efficient and effective FCLP for 
our carrier pilots,”’ said Johnson. “We are confident that 
the Japanese Government will provide the facilities and 
the support.” 


Other problems affecting Japanese enthusiasm to bear 
the U.S. military burden include misbehavior and crimes 
committed by servicemen off-base, the suspicion of 
possession of nuclear weapons at facilities in the 
‘nuclear allergic’ nation and abroad ships, the construc- 
tion of the Ikego military housing complex in Kanagawa- 
ken and training exercises spilling over into the civilian 
community, particularly in Okinawa. 


It remains to be seen how the combination of Japan-U:S. 
trade friction, the end of the Cold War era and a 
multitude of localized USFJ-community disputes will 
affect ““sharing the burden” of stationing U.S. Forces in 
Japan. 
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Editorial Views U.S. Defense Authorization Bill 


OW0912175589 Tokyo MAINICHI DAILY NEWS 
in English 8 Dec 89 p 2—FOR OFFICIAL USE ONLY 


(Editorial: “Paying More for U.S. Forces?”] 


[Text] A fear in Japan-U.S. security relations is 
becoming real as President George Bush has signed into 
law a defense authorization bill containing a clause that 
calls on Japan to assume in full the “direct costs” 
involving the U.S. Forces in Japan. 


It is still unclear whether the Bush administration, which 
has so far been cool to the issue, will change its attitude 
as a result. But considering the atmosphere of Congress, 
public opinion, and the administration’s stance for more 
burden sharing by the allies, pressure on Japan is likely 
to increase. We are concerned that this issue may con- 
tribute to deteriorating overall Japan-U:S. relations. 


A congressional resolution attached to the authorization 
bill contains a number of additional requests to Japan, 
such as that this country should 1) raise, by 1992, the 
ratio of its combined defense and ODA [official devel- 
opment assistance] expenditures against the GNP to a 
level equivalent to NATO members, and 2) buy from the 
U.S., off the shelf, AWACS, airborne warning and con- 
trol systems, and tanker planes, for its next medium- 
term defense program. 


Although these clauses are not binding on the adminis- 
tration, they cleverly aim at a similar effect by requiring 
the President to report to Congress on the progress of 
implementation. 


The U.S. Administration has made no official represen- 
tation, and the “direct costs” are not specifically defined. 
But they are reported to cover everything but the wages 
of the U.S. troops in Japan and parts of their operational 
and maintenance costs including utilities, equipment 
repair and the basic wages of Japanese employees. 


The Japanese Government is reported to have decided to 
meet the request by concluding a special agreement with 
Washington. It is puzzling why and how the government 
has changed its stand against bearing additional costs 
unless the Japan-U.S. Status of Forces Agreement is 
amended. 


Japan already has assumed, by its “sympathy budget,” 
share of the costs of the U.S. Forces in Japan. [sentence 
as published] This amounts to 365 billion yen in fiscal 
1989, representing more than 40 percent of the total and 
which a U.S. Government report on defense calls “the 
most generous host country arrangement in the world.” 


An additional special agreement to the existing one by 
which Japan already pays allowances of the Japanese 
employees of the U.S. Forces may deviate from the 
principles of the Status of Forces Agreement which 
defines the respective areas of burden for Japan and the 
United States. 
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Article 24 of the agreement says that the United States 
pays for the maintenance of its troops in Japan, while 
Japan bears the costs of providing facilities and space for 
them. For Japan to assume an ever increasing share of 
the costs by frequent special agreements can distort and 
mutilate the Status of Forces Agreement itself. 


The “free ride” criticism in the U.S. against Japan 
overlooks the reality of Japan's defense share and the 
U.S. bases in Japan as essential components of Washing- 
ton’s strategy in the Far East. For Japan to pay signifi- 
cantly more for these bases is to run counter to the world 
trend from Cold War toward disarmament, in which the 
U.S. and others face major arms reductions. 


Of course Japan should do its best not to worsen its 
relations wit the U.S. Cost increases of the U.S. Forces in 
Japan because of the appreciation of the yen, and the 
fiscal difficulties and huge trade deficits with Japan that 
lie behind the tough stance of Washington need to be 
understood. 


But the issue concerns not only cost sharing, but also the 
principles uf Japan's defense policy. The Japanese Gov- 
ernment, then, is required to address the situation on the 
basis of those principles. 


At the same time, Japan needs to make clear its stance on 
contributing to world peace and prosperity in non- 
military areas, such as dissolving trade friction through 
more market liberalization and strengthening interna- 
tional cooperation through economic assistance and 
efforts for regional stability. Convincing the U.S. in this 
regard by concrete actions is the way toward stable 
relations between Tokyo and Washington in the long 
run. 


Government To Reexamine Forestry Policy 


OW0812212089 Tokyo JIJI in English 1255 GMT 
8 Dec 89—FOR OFFICIAL USE ONLY 


[Text] Tokyo, Dec. 8 (JIJI PRESS)}—The government 
has decided to resolve the question of tariff reclassifica- 
tion, which is the focus of a forest products trade dispute 
with the United States, with the Customs Cooperation 
Council (CCC), government officials revealed Friday. 


This policy will be made known to the U:S. side at the 
next bilateral experts’ meeting on the issue, to be held 
here Wednesday and Thursday next week, they said. 


The forest products issue concerns one of three areas the 
United States has been applying market-opening pres- 
sure on Japan, by threatening to invoke the so-called 
“Super 301” provision of the 1988 trade act for trade 
retaliation. 


At the first experts’ meeting held last month, Wash- 
ington demanded that the Japanese tariff rate on struc- 
tural-use laminated lumber be lowered to 3.9 percent 
from the present 15 percent, by reclassifying it as a 
finished product instead of the present semifinished 
product. 
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The Japanese side, however, maintained that there is no 
need for tariff reclassification because in Japan, lami- 
nated lumber is used as material for pillars. 


With no breakthrough in sight, the government has 
decided to bring the matter to the CCC, a Brussels-based 
international organization coordinating efforts for tariff 
standardization, the officials said. 


At the upcoming Tokyo meeting, the Japanese and U.S. 
delegates are expected to continue discussion on other 
U.S. proposals, such as lowering of tariffs on manufac- 
tured products, revisions of the building standards act 
and relaxation of the Japanese agricultural standards 
(JAS), they said. 


East Europe 


Kaifu Seeks To Help Stabilize Eastern Europe 


OW05 12025089 Tokyo JIJI in English 1245 GMT 
4 Dec 89—FOR OFFICIAL USE ONLY 


[Text] Tokyo, Dec. 4 (JIJI PRESS)—Prime Minister 
Toshiki Kaifu said Monday he will endeavor to make his 
East European tour in January contributory to the sta- 
bilization and development of the region. 


He made the remark at a meeting with Robert Maxwell, 
president of Britain’s Mirror Group Newspapers Ltd., 
who appreciated Kaifu’s planned visit as perfectly timed. 


During the 40-minute talks, Kaifu added he hopes to 
visit Britain and meet with Prime Minister Margaret 
Thatcher and members of the Anglo-Japanese Parlia- 
mentary Group. 


Editorial Comments on Changes in East Bloc 


OW0112193789 Tokyo MAINICHI DAILY NEWS 
in English 29 Nov 89 p 2—FOR OFFICIAL USE 
ONLY 


(Editorial: “Post-Cold War Searching’’] 


[Text] The astonishingly rapid tide of reform that has 
been lapping the Soviet Union and East European coun- 
tries has finally reached Czechoslovakia. The pace has 
been simply dazzling to everybody, particularly Western 
leaders who are already engaged in a flurry of talks and 
meeting. 


The European Community has held an emergency 
summit meeting, and U.S. President George Bush has 
talked with West German Vice Chancellor Hans- 
Dietrich Genscher and British Prime Minister Margaret 
Thatcher. After the shipboard summit between Bush and 
Soviet President Mikhail Gorbachev off Malta on Dec. 2 
and 3, Bush will hold meetings with European NATO 
leaders and Gorbachev is scheduled to meet French 
President Francois Mitterrand on Dec. 6. 


Except for the U.S.-USSR summit, all the other talks 
have been set since the fall of the Berlin Wall on Nov. 9, 
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indicating the level of the impact the events in East 
Europe have had on the West. 


Western leaders are now searching for ways to meet the 
new situation. For instance, Bush declared in a nation- 
ally televised address to Thanksgiving Eve that he would 
propose at the forthcoming summit that the Cold War be 
ended “‘once and for all.”” From this we can assume that 
the Western leaders share a consensus on ending the 
Cold War and a dismantling of the Yalta system. 


But nobody, in fact, is able to envision a new post-Cold 
War order or framework for Europe, because the pace of 
the reforms are creating new situations daily and, more 
significantly, the Yalta system has begun crumbling 
much sooner than expected. 


To cite one example, the European Community hardly 
expected the present situation when it agreed to unify its 
internal market. Many may have calculated that a firm 
integration of West Germany into Western Europe 
through market unification would enable them to deal 
calmly with the possibility of German reunification, 
which is likely to happen, but the Berlin Wall cracked 
first. 


Already West German Chancellor Helmut Kol is pro- 
posing a three-tiered reunification plan, even though it is 
widely perceived as a long-shot proposal for the present. 


A new vision in place of the Yalta system, that has 
existed for more than 40 years, cannot be developed 
overnight, much less as the end of the system came 
sooner than expected. 


As a result, Western leaders appear to be drawing up an 
immediate strategy to (1) extend economic assistance to 
Eastern Europe to prevent economic difficulties from 
undermining its reforms, and (2) to refrain from a rash 
response to the upheaval, maintaining the existing 
framework. 


This is demonstrated by the fact that the lastest EC 
summit postponed the discussion on a new framework 
for Europe while confirming market unification. Bush’s 
repeated references to the importance of the North 
Atlantic Treaty Organization seem to fall within this 
context. He made clear this when he called for caution 
against haste in an age of historic change, and pledged 
that there would be “‘no surprises sprung on our allies” at 
the summit with Gorbachev. 


Japan may well be left behind the search for a new age 
that is going on in Europe. Of a number of conferences 
set through December, this country has been invited only 
to a 24-nation Western meeting to discuss assistance to 
Eastern Europe, notably Poland and Hungary. 


Although Japan’s opportunities are limited, it should not 
treat the meeting only in terms of dollars and cents. It 
should take part with the perception that the meeting 
represents a process of creating a post-Cold War vision. 
Japan needs to be prepared for an eventual post-Coid 
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War age in Asia, an attitude that should be shared by 
Prime Minister Toshiki Kaifu as he visits Europe early 
next year. 


YOMIURI Urges West To Lead in Europe 


OW0712133789 Tokyo THE DAILY YOMIURI 
in English 6 Dec 89 p 6—FOR OFFICIAL USE ONLY 


[YOMIURI SHIMBUN 5 December editorial: “End of 
Cold War’’] 


[Text] Soviet leader Mikhail Gorbachev and U.S. Presi- 
dent George Bush confirmed at their summit meeting 
that the cold war was over and cooperation will replace 
confrontation between the two nations. 


Perestroyka in the Soviet Union led to a growing senti- 
ment for arms reduction between East and West and 
promoted the pro-democracy movement in Eastern 
Europe which led to the destruction of the Berlin Wall. 
Also, these two nations now do not feel threatened by 
each other. 


We are pleased that both leaders declared they will 
jointly cope with difficult issues. Bush said that the 
superpowers cannot decide the future of Europe. The 
United States and the Soviet Union declared also they 
are no longer the world’s “policemen.” 


Therefore, countries of both the East and West, 
including Japan, must turn U.S.-Soviet cooperation into 
East-West cooperation. 


The Soviet Union, which is shifting to the market 
economy to solve its problems, accepted U.S. economic 
assistance to carry out economic reform. Western bloc 
economic cooperation with Eastern Europe will help 
overcome low economic growth, consumer goods short- 
ages and inflation. The United States will help the Soviet 
Union to become an observer at the General Agreement 
on Tariffs and Trade. 


With these moves, we hope a real world market will be 
created. However, the Soviet Union must accept the 
principle of free trade and quickly liberalize its economy 
to become competitive in world markets. 


The two leaders decided to reach fundamental agree- 
ment on a Strategic Arms Reduction Treaty (START) at 
the next summit in the United States in June and sign an 
agreement among 23 nations on reduction of military 
forces in the Conventional Forces in Europe (CFE) 
within 1990. These are now reasonable and attainable 
goals. 


A reduction of excessive military spending will help the 
Soviet Union in restructuring its economy. At the same 
time, the United States can reduce the economic burden 
of its defense budget. 


In fact, a U.S. Government analysis says the Soviet 
Union is already drastically cutting its defense spending. 
However, this analysis also warns that the Soviet threat 
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in the Far East remains unchanged. We urge the Soviet 
Union to start minimizing this threat. 


We must carefully monitor the START agreement nego- 
tiations to see how they affect Soviet strategic nuclear 
forces in Asia. 


U.S. Secretary of State James Baker said diminishing the 
capability of surprise attack and subsequent occupation 
by conventional forces are vital to bring an end to the 
cold war. 


Baker also stressed the need to promote mutual trust in 
the third world to prevent proliferation of nuclear 
weapons. We urge the United States and the Soviet 
Union to strive hard to accomplish this goal. 


The pace of political change in Eastern Europe continues 
to send shock waves of ever-increasing intensi‘y. 


As the two leaders met in Malta, East German commu- 
nist leader Egon Krenz and the entire party leadership 
were forced to resign en masse. On the same day, the new 
Czechoslovakian administration, formed by Prime Min- 
ister Ladislav Adamec with a few non-communists, 
faced rejection by the people because power still lies with 
the Communist Party. 


Movements demanding freedom in Eastern Europe are 
exploding faster than Gorbachev considers wise or safe. 
There are indications that the pro-democracy move- 
ments may develop into people’s revolutions. 


Czechoslovakia has even started to demand that the 
Soviet Union withdraw its troops, which jeopardizes the 
whole structure of the Warsaw Pact alliance. 


In the unstable situation in Eastern Europe, the prospect 
of reunification of the two Germanys threatens to 
become a major concern and an explosive issue. 


One of the aims of the summit between Bush and 
Gorbachev was to work out measures to deal with the 
drastic changes in Eastern Europe. However, the two 
leaders seemed to be unable to even keep up with the 
speed of the tremendous political developments that 
keep occurring. 


Nevertheless, it was indispensable for the two leaders to 
pledge nonintervention in the affairs of Eastern Europe 
to assure a peaceful political transition in Eastern Euro- 
pean countries which are pushing forward with their 
pro-democracy reforms. However, it would be wise for 
the two leaders to reach a consensus On ways to nip in the 
bud dangerous developments threatening Europe. 


The only effective way to convert U.S.-Soviet coopera- 
tion into East-West cooperation is for the Western 
nations to unite and take the leadership in these times of 
drastic change. 


FOR OFFICIAL USE ONLY 


FBIS-EAS-89-238-S 
13 December 1989 


Bankers Willing To Support E. European Nations 


OW0712123289 Tokyo YOMIURI SHIMBUN in Japanese 
6 Dec 89 Morning Edition p 7—FOR OFFICIAL USE 
ONLY 


[Text] President Kuniji Yamazaki (President of Dai-ichi 
Kangyo Bank) of the Federation of Bankers Associations 
of Japan held his regular news conference on 5 
December. He touched on the issue of economic support 
for East European nations, where upheaval has been 
caused by the democratization movement. He said: “‘As 
far as the private banks of Japan are concerned, we will 
provide cooperation in line with the government’s 
policy.’ However, about concrete plans for this support, 
he said: “Since we are private enterprises, we must take 
both international coordination and economic principles 
into consideration.”” Thus, he disclosed his idea of 
watching out for the political situation in East European 
nations and waiting for their requests for support from 
Japanese banks. 


Japan-SFRY Committee Head on Cooperation 


OW0112201789 Tokyo THE JAPAN TIMES 
in English 29 Nov 89 p 4—FOR OFFICIAL USE 
ONLY 


{Report on interview with Yoshiteru Suzuki, president 
of the Japan-Yugoslavia Economic Committee and 
counsel of Dowa Mining Co., by staff writer Eiichi 
Matsutani; place, date not given] 


[Text] Yugoslavia, in an effort to draw investment from 
West European countries, passed a new law recently 
aimed at easing a variety of restrictions on foreign 
investors. 


This could give some momentum to February’s meeting 
of the Japan-Yugolavia Joint Economic Committee in 
Tokyo that stressed increased bilateral economic ties. 


During these economic committee talks, Japan proposed 
several programs that could benefit both nations. Areas 
covered included: tourism, resource exploration and 
business investment. 


Yoshiteru Suzuki, president of the Japan-Yugoslavia 
Economic Committee and counselor of Dowa Mining 
Co., said in an interview with THE JAPAN TIMES that 
“there is a possibility for both nations to mount a 
negotiation on the establishment of a direct flight 
between the Yugoslav capital city of Belgrade and the 
central Japanese city of Komaki in Aichi Prefecture in 
the future.” 


Also, a plan to develop Yugoslavia’s mineral resources 
will be implemented for the first time in three decades, 
he said. A Japanese mining company undertook 
Europe’s largest copper mining plant project in 
Majdanpek just outside Belgrade about 30 years ago, he 
said. 
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Suzuki's answers to questions given to him during the 
interview are as follows: 


{Matsutani] How is bilateral trade and investment going 
between Japan and Yugoslavia? 


(Suzuki) I have worked with Yugoslavia through the 
Japan-Y ugoslavia Economic Committee for 15 years. 


In the first few years after our trade relationship began, 
bilateral trade stood at an annual rate of about $120 
milion. The rate dipped to about $71 million in 1981 
before rebounding to an annual rate of $285 million last 
year. 


The rise in bilateral trade was due to stepped up efforts 
by the Japanese Government to stimulate domestic 
demand which encouraged the Japanese consumers to 
import Yugoslavian products. This was in accordance 
with the so-called ‘“‘Maekawa Report,” put together by 
Haruo Maekawa, the former governor of the Bank of 
Japan. Some of the Yugoslavian products that have 
increased their market share in Japan include wines, raw 
tabacco leaves and finished aluminum products. 


[Matsutani] What is the current state of Japanese invest- 
ment in Yugoslavia? 


[Suzuki] I regret to say that there are no Japanese 
companies making direct investment in the country, 
except for six large Japanese trading companies that 
collect business information but have not setup shop 
there. However, the business climate is good for future 
endeavors. 


The recently enacted law on foreign investment allows 
companies to make remittance of a portion of the profits 
they earn there. And fueled by perestrcyka, initiated by 
Soviet leaer Mikhail Gorbachev, Yugoslavia will prob- 
ably work toward improving its trade balance with the 
Soviet Union. 


{[Matsutani] Is it likely that Japanese companies will be 
allowed to start exploring for mineral resources in Yugo- 
slavia in the future? 


[Suzuki] Originally, the Majdanpek copper mining 
exploration project began as the first example of eco- 
nomic cooperation. The copper project was led by Dowa 
Mining in 1968 through the United Nations’ aid pro- 
gram. Dowa Mining was involved in this project because 
the company’s former president, Hidezaburo Kurush- 
ima, was acquainted with the late Yugoslavian President 
Marshal Tito. 


The copper mine is Europe’s largest, producing 70,000 
tons of copper annually. So, Dowa Mining is requested 
from the Yugoslavian Government to repair the out- 
of-date Bor Copper refinery plant. The Yugoslavian 
Government seems to be more interested in more joint 
exploration projects. These projects would spearhead a 
search for various nonferrous mineral resources like 
copper, lead and zinc. Yugoslavia hopes to use funds 
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from the Japanese official development assistance 
(ODA) program to pay for the projects. 


[Matsutani] In February's meeting of the Japan- 
Yugoslavia Economic Committee, the development of 
more tourism was stressed, wasn’t it? 


[Suzuki] The two parties agreed to study the joint 
venture in tourism development. One of the long-range 
targets would be hotel facilities, however, the most 
important item would be to set up an air route between 
Japan and Yugoslavia. 


We are urging Japan’s Ministry of Transport to allow 
Yugoslavia to establish a new route linking Belgrade and 
the airport city of Komaki. 


JCP Wants USSR To Withdraw From East Europe 


OW0412121389 Tokyo JPS in English 0924 GMT 
4 Dec 89—FOR OFFICIAL USE ONLY 


[Text] Tokyo Dec 4 JPS—AKAHATA of December 3 
carried an editorial entitled “Evil Consequences of the 
Soviet-Led Military Bloc and Soviet Hegemonism”, the 
gist of which follows: 


“The current situation in Czechoslovakia demands an 
immediate review of the military intervention by the five 
Warsaw Pact countries, including the Soviet Union, in 
Czechoslovakia in 1968. 


“The ‘civic forum’ of Czechoslovakia on November 28 
called on the Supreme Soviet and the Central Committee 
of Communist Party of the Soviet Union, and the 
authorities of Bulgaria and East Germany to denounce 
the military intervention in unmistakable terms. 


‘“‘We welcome the fact that these countries, following 
Poland and Hungary, have admitted that their military 
intervention was a serious mistake. 


“But the Soviet Union which directed and lead this 
military intervention has not yet officially admitted that 
it was a mistake. It is true that in his press conference in 
Milan on December 1, General Secretary Gorbachev 
made a critical remark on the military intervention, 
saying that the leaders at the time of the Soviet Union 
and other countries hadn’t dealt with the matter in an 
appropriate way. But he also tried to defend the inter- 
vention by adding that the situation in international 
relations at that time must be taken into account. 


‘Historically the Warsaw Pact was compelled to come 
into existence to counter NATO. Although the Warsaw 
Pact organization has occasionally proposed the simul- 
taneous dissolution of the two military blocs, it is impos- 
sible to say that much serious effort has been made in 
this direction. 


“Moreover the Warsaw Pact began to engage in the arms 
race, especially with nuclear arms, allocating huge mate- 
rial and human resources, and finance from the member 
countries. Also a socialist country began to station its 
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troop and set up military bases in other countries, 
violating the independence of these countries and 
departing from the principles of scientific socialism. 


“What must be noted at the same time is that Warsaw 
Pact has been the vehicle through which the ‘Soviet- 
model of socialism’ has been imposed on the member 
countries. The typical evil outcome of this was the 
military intervention by the forces of the five Warsaw 
Pact countries, with the Soviet Union in the lead. 


“Soviet hegemony has prevented East European coun- 
tries from developing socialism in accordance with their 
own national traditions and conditions, suppressing the 
people’s movement for independent progress of their 
countries, so that the ‘Soviet Model of Socialism’ could 
be imposed. 


“Now is the time to take a straight look at the fact that 
the rivalry between the East and West military blocs has 
been the cause of the present nuclear arms race and the 
long-term violation of the sovereignty of other countries. 


“Expressing his administration’s attitude toward the 
U.S.-U.S.S.R. summit which began on December 2, 
President Bush of the United States said that it was the 
position of his administration that the NATO military 
bloc, should be maintained. In these circumstances, if 
the Warsaw Pact is to take the initiative to defend world 
peace and respect national independence, it should 
strive for the simultaneous dissolution of the East and 
West military blocs as an emergency task. Also it should 
set a goal of dismantling the Warsaw Pact as an emer- 
gency task for protecting world peace and national 
independence. 


“Socialist countries should now take the initiative in 
withdrawing and dismantling military blocs. The disso- 
lution of the Warsaw Pact is also the way for East 
European peoples to be assured of the independent 
determination of their own future. 


“The Japanese Communist Party will continue to 
struggle for the abrogation of the Japan-U.S. military 
alliance and for the elimination of all military alliances 
in the world. At the same time it strongly calls on the 
Warsaw Pact to set an example by dismantling its 
military bloc, and the Soviet Union withdrawing its 
troops from the East European countries.” 


Column on Effect of East Europe Reforms on JCP 


OW 1312012389 Tokyo THE DAILY YOMIURI 
in English 11 Dec 89 p 1—FOR OFFICIAL USE 
ONLY 


(“Political pulse’’ column by YOMIURI SHIMBUN 
political editor Raisuke Honda: “E. Europe Reforms 
Erode JCP Position’’} 


[Text] The Japan Communist Party [JCP] is now ner- 
vously following how the prodemocracy movements 
sweeping the Soviet Union and East Eurnpe will infiu- 
ence the Japanese public. It worries that the tidal reforms 
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in the communist nations of Europe may adversely affect 
the JCP in the next general election, which is likely to be 
held in February. 


The JCP lost three seats in the July House of Councillors 
election, in which eight party seats were contested, 
although the general mood was not necessarily bad for 
the party until just before election day. 


The JCP’s setback was largely due to the Japan Socialist 
Party [JSP], which monopolized the support of voters 
who were determined to punish the Liberal Democratic 
Party [LDP]. The JSP also capitalized on the popularity 
of Chairwoman Takako Doi. 


A JCP executive noted that the party’s election setback 
was particularly due to the Tiananmen Square incident 
in June. Some party members are concerned that the 
bloody crackdown on students demanding democratic 
reform in China may again undermine the JCP in the 
next general election. 


A PRAVDA article said Soviet President Mikhail Gor- 
bachev wished to introduce the principles of social 
democracy in the Soviet Union to create a society based 
on humanitarian “‘democratic socialism.” 


In Hungary, the Socialist Workers Party renamed itself 
the Socialist Party and pledged to carry out Western- 
style democratic reforms. Hungary’s official name was 
also changed to the Republic of Hungary, from the 
Hungarian People’s Republic. 


These pro-democratic changes seem to have had ripple 
effects not only on other East European countries, but on 
West European nations as well. In Italy, the Italian 
Communist Party is reportedly considering changing its 
official party name. 


The dynamic and historic changes in East Europe are 
being reported daily in Japan and media are discussing 
“the end of socialist society.’ Naturally, this new global 
political environment does not work toward the JCP’s 
advantage and a senior JCP member said it is possible 
that the party will suffer another setback in the coming 
general election. 


The JCP is now conducting a vigorous campaign to woo 
public support. Articles in its official gazette, AKA- 
HATA, and other publications, emphasize that the party 
has long pursued its original political goals for democ- 
racy, unlike other communist parties around the world. 


At the Dec. 7 JCP Central Committee meeting, party 
Chairman Kenji Miyamoto insisted that the political 
changes in East Europe are not a test for socialism itself. 
“Rather,” he said, “‘it marks the end of the bureaucratic 
system introduced after Stalin which was based on the 
principle of Soviet hegemony over the communist bloc 
in East Europe.” 


While a feeling of crisis grows stronger within the JCP, 
the JSP seems to be in high spirits. It insists the party’s 
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New Manifesto had demonstrated the JSP’s determina- 
tion to pursue social democracy and now the world has 
shown the party’s policy change was correct. 


The Democratic Socialist Party [DSP] criticizes the JSP, 
insisting that the DSP is the only political party in Japan 
that is pursuing social democracy “in a real sense.”” DSP 
chairman Eiichi Nagasue, who also serves as a vice 
chairman of Socialist International, plans to fly to East 
Europe to demonstrate that the party is a pioneer in its 
pursuit of social democracy. 


More and more LDP members are becoming optimistic 
that the party will never lose its lower house majority in 
the next general election because they predict that recent 
political developments around the world will adversely 
affect not only the JCP but other opposition parties as 
well in the next general election. 


Other Countries 


Kaifu To Declare New Policy During European Tour 


OW 1212095889 Tokyo TOKYO SHIMBUN 
in Japanese 9 Dec 89 Morning Edition p 2—FOR 
OFFICIAL USE ONLY 


[Text] During Prime Minister Kaifu’s tour of Europe 
scheduled for January 1990, he will make public his 
“new foreign policy guidelines,” centering on Japan’s 
East European policy, at a speech to be given after 
inspecting the Berlin Wall, the symbol of the radical 
changes occurring in Eastern Europe. This was disclosed 
by a government source on 8 December. The event will 
mark the beginning of a new foreign policy in view of the 
historical changes brought about by the “end of the 
East-West cold war era”. 


The itinerary for the prime minister’s European trip is 
tentatively set as follows: leave Haneda Airport on the 
afternoon of 8 January; visit member states of the 
summit of advanced nations, including West Germany, 
France, Britain, and Italy; visit Belgium, where the EC 
headquarters is located, the Vatican in Rome and two 
East European countries, Poland and Hungary, which 
are presently experiencing radical changes; and return to 
Japan on the afternoon of 18 January. 


During his trip, the prime minister will give a speech in 
West Berlin in which he will present his “new foreign 
policy guidelines.” This will consist of statements such as 
‘since stability in Eastern Europe also affects the situa- 
tion in Asia and the Pacific, Japan, as a member of the 
Western camp, intends to provide as much aid as pos- 
sible to Eastern Europe”’ (according to the government 
source). It may also include new policies on Japan’s 
approach to the improvement of Japan-Soviet relations 
and its position on the reunification of Germany. 


The prime minister is expected to exchange views on the 
East European situation and the international situation 
after the U.S.-Soviet summit talks during his talks with 
leaders of the Western countries, including West 
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German Chancellor Kohl, French President Mitterrand, 
British Prime Minister Thatcher, Italian Prime Minister 
Andreotti and EC Commission President Delores. 


Moreover, during talks with Premier Mazowiecki of 
Poland and Chairman of ihe Hungarian Socialist Party 
Nyers, concrete aid measures to help Eastern Europe, 
such as emergency food aid and technical cooperation 
will be discussed. 


Government Supports European Development Bank 


OW1112055989 Tokyo ASAHI SHIMBUN in Japanese 
10 Dec 89 Morning Edition p 9—FOR OFFICIAL USE 
ONLY 


[Text] The European Community (EC) plans to establish 
a “European development bank” [EDB] to support polit- 
ical and economic reforms in Eastern Europe. Con- 
cerning this, the government disclosed on 9 December 
that “‘at the EC’s request, it would positively join in talks 
on studying the possibility of establishing such a bank, 
including the investment of funds.” 


This is a positive reaction to the accord on establishing 
the EDB, which was reached in principle at the EC 
summit currently being held in Strasbourg, France. 
When the EC officially decides to establish the EDB, the 
government will promptly work out concrete plans for 
cooperation, including investment. Prime Minister 
Kaifu will indicate this intention to the countries con- 
cerned when he visits Europe early next year. 


According to the Finance Ministry and other agencies 
concerned, investment in the EDB will not be made by 
private banks; official funds, including financing, will 
most likely be used for investments. It has been reported 
that the EDB will have the same features as existing 
international development financing organizations such 
as the Asian Development Bank (ADB) and the Inter- 
American Development Bank (IADB), which provide 
development funds at low interest rates to developing 
nations in their areas of responsibility. 


Japan Supports Peace in Central America 


OW0712141089 Tokyo YOMIURI SHIMBUN 
in Japanese 6 Dec 89 Morning Edition p 2—FOR 
OFFICIAL USE ONLY 


[Text] The government decided on 5 December on 
concrete cooperative plans for promoting peace in Cen- 
tral America, and yians to provide funds amounting to 
$2.5 million, including $2 million for the UN interna- 
tional border monitoring group (ONUCA) in connection 
with the dissolution of the Contra group, which is the 
antigovernment force in Nicaragua, and '2 million dol- 
lars for supervising the Nicaraguan presidential election 
scheduled for 25 February 1990. This was disclosed by 
Japanese Ambassador to Nicaragua Yoshizo Konishi, 
who is currently in Japan for a short time to attend a 
conference of ambassadors stationed in Central and 
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South America, in his interview with YOMIURI 
SHIMBUN on 5 December. 


The ONUCA will be organized to monitor actions of the 
Contra group and the antigovernment guerrillas in Nic- 
aragua, Honduras, and El Salvador. The plan is expected 
to be officially adopted at the UN General Assembly 
session scheduled for this month, and various nations, 
such as Canada and Spain, have already indicated their 
intention to dispatch troops. 


According to Ambassador Konishi, “‘our nation is 
studying plans for sending civilians or providing mate- 
riais,”” and because it attaches great importance to peace 
in Central America, it has decided on providing large 
funds to promote cooperation. 


As for monitoring Nicaragua’s presidential election, the 
government has decided on sending six or seven former 
members of the Japan Overseas Volunteers to join in the 
UN Nicaragua election monitoring group (UNOMN) in 
addition to providing funds. 


Ministry Voices Concern Over Central America 


OW08 12212489 Tokyo JIJI in English 1434 GMT 
8 Dec 89—FOR OFFICIAL USE ONLY 


[Text] Tokyo, Dec. 8 (JIJI PRESS)}—Japan considers 
instabilty in Central America since November very 
regrettable, a Foreign Ministry spokesman said in a 
statement Friday. 


He cited the suspension of the unilateral cease-fire 
between the Nicaraguan Government and a major guer- 
rilla offensive in El Salvador as the situation Japan is 
concerned about. 


These incidents “‘may possibly retard the Central Amer- 
ican peace process, which has been making steady 
progress by virtue of the efforts of countries in and out of 
the Central American region,” said Taizo Watanabe, the 
Ministry’s director general for public information and 
cultural affairs. 


Watanabe said Japan is deeply concerned that the situ- 
ation which obliged El Salvador to suspend diplomatic 
relations with Nicaragua, is imperiling the basis of the 
Central American peace. 


To achieve progress toward Central American peace, 
Watanabe added, Japan thinks it “extremely important” 
for all the parties concerned to continue their efforts to 
implement a variety of the peace agreements in the 


region. 
National Affairs 


Kaifu Not Changing Defense Buildup Goals 
OW 1112151889 Tokyo JIJI in English 1339 GMT 
11 Dec 89—FOR OFFICIAL USE ONLY 


[Text] Tokyo, Dec. 11 (JIJI PRESS}—Prime Minister 
Toshiki Kaifu said Monday the government will not 
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alter defense buildup targets under the current five-year 
defense program despite rapid changes in East Europe 
and a new era in East-West relation declared at the 
recent U.S.-Soviet summit talks. 


The government does not anticipate a complete change 
in the military situation in Asia only because of the 
Malta summit meeting bewteen U.S. President George 
Bush and Soviet General Secretary Mikhail Gorbachev, 
Kaifu said during a session of the House of Representa- 
tives Audit Committee. 


While he welcomes what has come out of the shipboard 
summit between Bush and Gorbachev Dec. 2-3, there 
also remains a host of Asia-Pacific issues and regional 
conflicts that have yet to be addressed, the prime min- 
ister said. 


Noting that the next fiscal 1990 is the final year of the 
current mid-term defense buildup program launched in 
fiscal 1986, Kaifu said the goveinment will give top 
priority to attaining the program’s goals in working out 
its defense budget for the year. In filing budget requests 
for the next year in late August, the Defense Agency 
sought an increase of 6.35 pct over the current year’s 
budget to 4,168.8 billion yen. 


Considering Kaifu’s remarks about attaining the defense 
buildup targets, observers said, the government will 
likely allow an increase of just over 6 pct i its final 
budget proposal to be worked out late this month. In that 
case, defense spending may top one pct of an estimated 
gross national product (GNP) for the fourth consecutive 
year. 


Official Says No Change in Defense Policy 


OW0612022489 Tokyo YOMIURI SHIMBUN 
in Japanese 5 Dec 89 Morning Edition p 2—FOR 
OFFICIAL USE ONLY 


[Text] Commenting on the effect the U.S.-Soviet summit 
outcome will have on Japanese defense policy, a top 
Foreign Ministry official said: “The end of the cold war 
has not yet been realized but is being realized. The Asian 
situation is totally different from the European situation 
and still remains unstable. Therefore, it is necessary for 
Japan to build a minimum defense capability as a 
deterrent.” Thus, he expressed the view that Japan must 
continue to build up its defense capabilities under the 
current situation in which arms control and disarma- 
ment have not yet reached the Asian region. 


The Foreign Ministry is of the opinion that Japan must 
further increase its burden of maintenance costs for U.S. 
Forces in Japan because of U.S. moves, mainly in 
Congress, to cut military spending as a means to reduce 
the fiscal deficits. Therefore, “the government must 
make greater efforts to obtain the understanding of the 
people on defense spending.” (according to a Foreign 
Ministry source) 
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On future Japan-Soviet relations if there is progress in 
U.S.-Soviet economic exchanges, the top Foreign Min- 
istry official said, ‘Japan has already announced a policy 
of expanding relations with the Soviet Union on a 
balanced basis, and there is no need to change this 
policy.” Thus, the official stressed that Japan would 
carry through the conventional policy of separating 
politics from economics on the premise that the Soviet 
Union return the northern territories. 


DFAA to Pay for Construction at Okinawa Base 


OW06 12125689 Tokyo MAINICHI SHIMBUN 
in Japanese 5 Dec 89 Morning Edition p 3—FOR 
OFFICIAL USE ONLY 


[Text] The Defense Facilities Administration Agency 
[DFAA] decided on 4 December to bear the cost of 
construction work aimed at preventing water pollution 
at the urban combat training facility built on the U.S. 
military base, Camp Hansen. Japan will take over the 
construction as an emergency measure, in view of the 
fact that construction costs have far exceeded the U.S. 
military’s original estimates, and there would not be 
enough time to procure new budget allocations. Con- 
struction work will include the paving of roads inside the 
facility in order to prevent red earth from flowing into 
the source of tap water, planting grass on the eroded 
surface, and pouring concrete gutters. Construction costs 
will be in the range of tens of million of yen. 


The DFAA explained, “Okinawa will enter the rainy 
season in January. Budgetary measures by the US. 
military will allegedly take 6 months. There is a need to 
begin construction work early.” It considers this con- 
struction work a measure to prevent damage to residents 
near the base and not an act of sharing the burden of the 
expenses with the U.S. forces. The construction work 
will start in the middle of this month and will be 
completed by February 1990. 


Kaifu Hints at Late January House Dissolution 


OW08 12151489 Tokyo JIJI in English 1311 GMT 
8 Dec 89—FOR OFFICIAL USE ONLY 


[Text] Tokyo, Dec. 8 (JIJI PRESS)—Prime Minister 
Toshiki Kaifu strongly indicated Friday he will dissolve 
the House of Representatives in late January for a 
general election to be held probably on Feb. 18. 


Kaifu was previously noncommittal about the question, 
defying what appeared to be an established consensus for 
a February election among leaders of his Liberal Demo- 
cratic Party (LDP). The timing of the general poll is 
currently the biggest subject in the political arena, fol- 
lowing the ruling LDP’s crushing defeat in a House of 
Councillors election in J.:y and Kaifu’s appointment in 
August. 


Speaking before reporters at the Japan National Press 
Club, the prime minister virtually endorsed the February 
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poll scenario, saying that he is paying due consideration 
to Opinions within the party. 


Kaifu indicated that he may not necessarily stick to his 
plan to get the supplementary budget for the current 
fiscal 1989 enacted before the expected house disband- 
ment, thus permitting the budget to be handled at a 
special Diet (parliament) session that follows the general 
election. 


Although all he can say now is that he will submit the 
budget to the next ordinary Diet session for enactment, 
he also has to take into account movements in the Diet 
and of the LDP and opposition parties, the prime 
minister said. 


The government has already decided to convene the next 
ordinary Diet session Dec. 25, which will then immedi- 
ately enter into a year-end and New Year recess for 
resumption in late January. Kaifu's desire for an early 
enactment of the fiscal 1989 extra budget had been 
regarded as a factor standing in the way of the February 
election scenario, observers said. 


Columnist Views LDP’s Tax Revision Plan 


OW 04 12030389 Tokyo THE JAPAN TIMES 
in English 3 Dec 89 pp 1, 4—FOR OFFICIAL USE 
ONLY 


[Our Times” column article by Masaru Ogawa: “LDP’s 
Tax Revision Plan’’] 


[Text] It is hard to believe that we have already entered 
the last month of the year 1989 which began for Japanese 
with the death of Emperor Showa. It was indeed an 
eventful year, to put it mildly, for the world at large. 


The countries inside the European “iron curtain” saw 
their communist rulers give in one after the other to 
democratic forces calling for freedom and human rights. 
These momentous events form the background for the 
summit now under way at Malta between U.S. President 
George Bush and Soviet President Mikhail Gorbachev. 


With the Philippines now struggling under the stress of 
another coup attempt, one can only hope that what has 
been a tumultuous year will somehow end peacefully. 


But Japan, too, has had its political upheaval during the 
past year when the ruling Liberal-Democratic Party 
[LDP] lost it control over the House of Councilors to the 
opposition parties, led by the Japan Socialist Party. The 
source of the LDP’s troubles is the 3 percent consump- 
tion tax, a measure the government party passed through 
the Diet last December while it was being boycotted by 
the JSP and the Japan Communist Party. The tax was 
put into effect from April |. 


The const mption tax, levied at the rate of 3 percent, 
seemed innocuous enough, and seemed reasonable in 
light of the generous concessions made especially to the 
salaried consumers. The overall aim of the tax, more- 
over, was to strike a more equitable balance between 
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revenues from direct levies, such as income tax, and 
indirect tax, such as the sales tax. 


Last July's Upper House election was fought over the 
consumption tax issue and ended in a sound thrashing 
for the LDP. The prime minister has to schedule a 
general election of the House of Representatives at least 
by July 1990, since the Lower House members’ four-year 
term of office would end then. 


This set the stage for the Liberal-Democrats to remodel 
and refashion the consumption tax which had been 
rejected at the Upper House polls. Although the LDP 
was agreed that it could not fight the forthcoming general 
election without making changes in the consumption tax 
setup to eliminate public criticism as far as possible, it 
found it self waging an inner struggle between those 
calling for a far-reaching revision and others urging only 
slight, cosmetic revamping. 


It is only natural that the LDP should have the coming 
election in mind. Prime Minister Toshiki Kaifu put 
himself on record as favoring drastic changes, a position 
endorsed by former LDP Vice and a leader within the 
Takeshita faction. 


But former Prime Minister Noboru Takeshita reportedly 
refused to go as far as to favor tax exemption for all food 
items. It is claimed that such exemptions on foodstuff 
would make it impossible for farmers and fishermen to 
pass on or offset the consumption tax they must pay in 
purchasing necessary equipment and other similar items. 
However, a compromise was reached on Friday morn- 
ing—a day later than the LDP’s self-imposed deadline. 
This freed all food items from the tax at the retail level, 
but it kept a 1.5 percent tax—down from 3 percent—at 
the production and wholesale levels. 


The LDP’s tax proposal also included exemptions for 
childbirth costs, school entry fees, tuition fees, housing 
rental costs, and equipment and welfare services for the 
disabled. 


The tax revision proposal was reportedly received by an 
obviously disappointed prime minister, and like so many 
products of a compromise supported with little or no 
enthusiasm by all concerned. 


But for better or worse, the LDP’s revised consumption 
tax on food items will square off against the JSP-led 
opposition parties’ demand for the abolition of the 
unpopular tax measure in the upcoming general elections 
early next year, probably in February, according to the 
political prognosticators, although it will be Prime Min- 
ister Kaifu who will have the final say on when they will 
take place. 


Taxes are not popular with people, who must foot the 
bill. And the consumption tax is no exception. It is 
natural also that any plan to revise a tax will find its 
detractors. No one will be please with the results. 


Under the circumstances, it does not seem altogether fair 
to blame the whole tax mess on the lack of leadership. It 
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is said that Prime Minister Kaifu was on the phone 
frequently toward the end of November to explain his 
views on the revision of the consumption tax proposal. 


He will, after all, be the standard-bearer of the LDP in 
the forthcoming election and he will bear the brunt of the 
debate on that issue. 


In fact, the decision on whether he will continue in his 
high past will be made on the outcome of that election. 


Lest there by any misrepresentation of the four opposi- 
tion parties’ opposition, it should be stated that they 
stand not only for the abolition of the consumption tax 
but also for the bundle of tax measures which will see the 
nation through financially for two years while they 
devise a new tax plan. 


The election battle is thus between the LDP’s revised tax 
proposal, which will go into effect on Oct. 1, 1990, if 
adopted, and the opposition parties’ tax scheme, which 
system when it is abolished. 


The election results could well produce results far 
beyond the nation’s tax scene. 


Pundits Believe LDP To Win Majority in Election 


OW0712082489 Tokyo THE JAPAN TIMES 
in English 6 Dec 89 p 3—FOR OFFICIAL USE ONLY 


[By Hideharu Torii, KYODO NEWS SERVICE] 


[Text] Political attention in Japan is focusing on when 
Prime Minister Toshiki Kaifu will dissolve the House of 
Representatives for a snap general election. 


A general election, which must be called before next July, 
will decide whether Kaifu's Liberal-Democratic Party 
can remain in power as it has for the past 34 years. 


The opposition camp, which has already seized control 
of the second chamber, the House of Councilors, is 
hoping to turn the LDP into a minority in the powerful 
lower chamber and form a coalition government. 


Powerful LDP faction leaders like Shintaro Abe, Shin 
Kanemaru and Michio Watanabe predict the dissolution 
will take place in late January. 


Early election 


Kaifu, who has authority to dissolve the house, has gone 
on record by saying he does not intend to call for an early 
election. 


Many political pundits, however, believe that Kaifu will 
disband the 512-seat Lower House in late January after 
impressing voters with his diplomatic maneuverings on 
the international stage. 


In January, the prime minister is planning to visit 
Eastern Europe, currently experiencing swift political 
and economic reforms. He will also go to several West 
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European capitals for talks with leaders who will attend 
an annual economic summit session next July in 
Houston, Texas. 


The LDP, whose senior leaders were involved in a series 
of scandals, sustained a crushing defeat in House of 
Councilors election in July and lost a majority there for 
the first time in 34 years. 


The ruling conservative party remains in power because 
it holds a commanding majority of 295 seats in the more 
powerful Lower House, which nominates the prime 
minister, approves the budget and sanctions treaties. 


“The LDP may be able to secure a simple majority of 
257 seats or more,” said Tomoaki Iwai, assistant pro- 
fessor at Tokiwa University. “Opposition parties are 
suffering from a shortage of candidates and are too slow 
in preparing for a general election,” he said. 


JSP election plan 


Buoyed by a major victory in the July Upper House 
election, the Japan Socialist Party, the country’s main 
opposition party, launched a bold plan to field two 
candidates per single electoral district and to enter a total 
180 or more candidates. But it has so far lined up only 
143 candidates. 


The JSP’s incumbents are resisting the plan, saying both 
candidates may fall together if the party puts up two 
candidates in a single constitutency race. 


The LDP plans to field as many as 320 candidates. 
Japan's present election law distributes the 512 seats toa 
total of 130 districts nationwide, giving two to five seats 
to each constituency. 


“In the July Upper House election, the main issue was 
whether the consumption tax should be maintained or 
abolished,” said Yoshiaki Kobayashi, assistant professor 
at Keio University. “But in the next general election, the 
focal point will be whether the consumption tax should 
be revised (as the LDP proposes,)”’ he said. 


Yuzo Yabuno, professor at Kitakyushu University, 
echoing Kobayashi’s view, said, “In the July Upper 
House election, many people voted for the JSP not 
because they supported it but because they were against 
the consumption tax.” 


“Housewives seem to be accustomed to the consumption 
tax. If the pattern of voters returns to tradition, the LDP 
could gain more than 260 seats,”” Yabuno said. 


Ikuo Kaboshima, assistant professor at Tsukuba Univer- 
sity, also said the JSP’s victory in July was a temporary 
phenomenon. 


‘JSP on defensive’ 


“The LDP will not suffer a major defeat this time. The 
Recruit influence-peddling scandal has faded away. The 
JSP is on the defensive,” he said. 
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The LDP announced a consumption tax revision plan on 
Dec. |, proposing to exempt education and childbirth 
costs as well as food at the retail level of distribution. 


The Cabinet and the LDP are both recovering popularity 
among voters, according to media polls. But the JSP's 
popularity is on the decline. 


The country's constitution stipulates that a general elec- 
tion must be called within 40 days after the dissolution 
of the Lower House. 


The next general election is expected to be held on Feb. 
18 or 25 if the dissolution occurs in late January,. 
Elections in Japan are held on Sundays. 


Paper Views LDP Panel Report on Political Reform 


OW0212101489 Tokyo ASAHI EVENING NEWS 
in English 30 Nov 89 p 3—FOR OFFICIAL USE 
ONLY 


[ASAHI SHIMBUN 30 November editorial: “Empty 
Reforms”’] 


[Text] The ruling Liberal-Democratic Party (LDP) has 
just released a panel report outlining the main items of 
political reform. The items cover a wide range of topics, 
from matters related to political ethics to the election 
system, pclitical funds, the Diet and the party itself. We 
are in agreement with most of the items indicated. 


The question, of course, is how far the LDP will go with 
the proposed reform. In the preamble, the report says 
that the party is prepared to “shed its own blood” if 
necessary. We hope this is not just another melodramatic 


slogan. 


Every time some major political scandal surfaced in the 
past, the LDP put together all sorts of reform packages 
that called for “‘cleaner’’ politics and denounced money- 
guzzling elections. But has anything really changed for 
the better? Our impression is that the party always came 
up with excuses and dragged its feet on reform programs 
that would make matters more difficult for politicians, 
until everybody forgot about them. 


For instance, at the time of the “black fog” scandal under 
Prime Minister Eisaku Sato, the LDP emphasized the 
need for what it called “twin reforms’—that is, tighten 
rules on political funds and reform the election system at 
the same time. The reasoning here was that unless the 
election system could be modified to cost less money it 
would be impossible to introduce more severe controls 
on political funds. But the net result was that neither 
reform program ever got off the ground. 


While the LDP is not being as blatantly cavalier this time 
as at the time of the “black fog” scandal, we still think 
that the latest reform package smacks of similar rhetoric. 


It is a fact that the current medium electorate system is 
loaded with problems, and that the LDP should take a 
good, hard look at this system with the consent of the 
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public. In its “Political Reform Outline” released last 
May, the party indicated its intention to introduce a 
small electorate system that partialy incorporates the 
proportional representation system. However, opinions 
are sharply split among different political parties on 
electoral reform. The issue is a life-and-death matter for 
political parties, and when this is the case, it is impos- 
sible to reach any quick conclusion. 


We do not want to see this time consuming issue 
overshadow and delay the program for stricter political 
funds control. We believe it is perfectly feasible to make 
elections less costly without a radical overhaul of the 
electoral system. 


In the May reform outline, the LDP stated that in order 
to rectify the glaring gap in the “weight of one vote” 
from constituency to constituency in Lower House elec- 
tions, the distribution of seats in the Lower House must 
be made more even. We were surprised that the latest 
reform package not only dropped this important May 
statement, but also failed to indicate any alternative 
plan. This gave us cause to suspect that perhaps the party 
is now of the mind that unless it can realize the small 
electorate system, it will not even try to rectify the 
disproportionate seat distribution in the Lower House. 


The Recruit stock scandal rekindled the public's deep 
mistrust for politics and politicians. Investigations 
revealed how some politicians, bureaucrats and industry 
bigwigs traded favors, and how political faction leaders 
contending for the top political office were desperate to 
gather funds for faction management. The scandal cost 
the LDP an Upper House election. It was a crushing 
defeat, and the LDP must have learned its lesson the 
hard way—or at least that was how everyone thought at 
the time. 


But we aren't so sure now. Already within the LDP there 
is a marked decline in the earlier zeal for political 
reform. And it is understood that the latest reform 
package was put together quickly with the upcoming 
general elections in mind. 


If the LDP thinks that it can just write a “composition” 
on political reform and get away without really acting on 
what it wrote, it may well repeat the election disaster it 
suffered in the last Upper House election. 


Analysis Says JSP’s Popularity Not Long-Lasting 


OW0312173289 Tokyo MAINICHI DAILY NEWS 
in English 2 Dec 89 p 8—FOR OFFICIAL USE ONLY 


[Text] Despite their unprecendented victory in the 
Upper House election in July this year, there is no 
assurance that the Japanese Socialists will score another 
landslide victory in the forthcoming Lower House elec- 
tion, which is expected within a few months, according 
to an expert on political statistics. 


FOR OFFICIAL USE ONLY 


FBIS-EAS-89-238-S 
13 December 1989 


There have been obvious changes in voter attitude ince 
the July election, says Kobayashi Yoshiaki, an associate 
professor at Keio University. 


Writing in the monthly BUNGEISHUNJU, Kobayashi 
analyzes the voting trends in past national and local 
elections, and notes that the Japan Socialist Party's [JSP] 
popularity is not a lasting phenomenon as some Social- 
ists would like to believe. 


The following are some of the points Kobayashi makes 
in his report: 


—The results of the latest Upper House election in July 
this year, when compared with the outcome of the 
1986 general election, in which the voters gave an 
overwhelming majority of 302 seats to the Liberal- 
Democrats in the Lower House, have revealed several 
notable shifts in the voting trend. One conspicuous 
fact is that the LDP [Liberal-Democratic Party] lost 
nationally this year, but their losses were greater in 
rural areas than in urban districts, while the JSP 
gained in both rural and urban regions. 


—Analyses of election results over a longer period—the 
results of 10 national elections held between 1958 and 
1986—show that the JSP had been gradually losing its 
foothold in cities during these three decades. 


—Thus, for the first time in many years, the JSP was able 
to turn the tide this year by regaining its popularity in 
cities, while the LDP suffered its first loss in farming 
communities. 


—A closer look at statistics reveals, however, some of the 
LDP’s past supporters voted for candidates of Rengo 
(a non-partisan, anti-LDP alliance) and other minor 
parties as well as for Socialists in the July election. The 
Rengo candidates’ success shows that they have obvi- 
ously succeeded in projecting their image as people's 
representatives free from ideological indoctrination. 


—Despite what the mass media projected as women's 
power, there was no significant gender gap in the 
voters’ behavior in the last election: 24.9 percent of 
male voters and 24.5 percent of female voters favored 
the LDP, while 35.4 percent and 33.3 percent, respec- 
tively, voted for the JSP. 


—In the final analysis, it may be said that, unlike in the 
1950's and °60’s, Japanese voters have become more 
individualistic, refusing indoctrination by any polit- 
ical party or any other establishment. In the past, the 
JSP had gradually alienated voters by campaigning for 
abstract slogans such as “peace”’ and “the national 
constitution.” In the July election, however, the party 
was able, for the first time in many years, to appeal to 
the voters with concrete issues such as the consump- 
tion tax and the Recruit scandal, while the LDP which 
had been long campaigning with practical promises of 
building highways, bridges, etc., made, or was forced 
to make, the mistake of appealing to the voters with an 
abstract slogan: “Choose Freedom, Not Socialism.” 
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Although there is still a substantial but decreasing 
number of long-standing, faithful supporters of the 
JSP, the latest JSP victory was brought about by 
individualistic voters, many of whom obviously voted 
for the conservatives in 1986 when the LDP scored a 
landslide win. Their voting trend may shift again when 
the excitement over the consumption tax and the 
Recruit scandal blows over. 


Komeito Leader Rules Out Coalition With LDP 


OW0912143589 Tokyo JIJI in English 1331 GMT 
9 Dec 89—FOR OFFICIAL USE ONLY 


[Text] Kitakyushu, Fukuoka Pref., Dec. 9 (JIJI 
PRESS)—Komeito (Clean Government Party) 
Chairman Koshiro Ishida Saturday flatly ruled out the 
possibility of his party forming a post-election coalition 
with the ruling Liberal Democratic Party (LDP). 


The middle-of-the-road party will continue to seek the 
abolition of the controversial 3 percent consumption tax 
after a key election of the House of Representatives, 
Ishida told reporters in this western Japan city. 


A general election, which must be called by July next 
year, is widely expected to come in February following 
dissolution of the lower house by Prime Minister Toshiki 
Kaifu. 


The opposition camp, including the Komeito, has sub- 
mitted to the Diet (parliament) bills to kill the unpopular 
tax. The LDP is trying to partially revise the tax, one of 
the main factors cited for its devastating defeat in the 
July election of House of Councillors. 


Ishida suggested the LDP, even if it loses a lower house 
majority, could hold on to the reins of government 
unless four non-communist opposition parties grab a 
combined majority strength. 


The four parties—the Japan Socialist Party (JSP), the 
Komeito, the Democratic Socialist Party (DSP) and the 
United Social Democratic Party (USD)—are struggling 
to forge a coalition after the lower house election. 


JCP Plenum Notes Bankrupt Soviet Socialism 


OW08 12114389 Tokyo JPS in English 0859 GMT 
8 Dec 89—FOR OFFICIAL USE ONLY 


[Text] Tokyo Dec 8 JPS—The 7th Plenum of the Central 
Committee [CC] of the Japanese Communist Party 
[JCP] opened on December 7 at party headquarters. The 
agenda of the plenum includes the introductory speech 
and two appeals, one to the people and the other to party 
members. 


CC Chairman Kenji Miyamoto made an introductory 
speech, and Presidium Vice-Chairman Koichiro Ueda 


proposed the two appeals. 
In his introductory speech, Miyamoto first explained the 


aim of the plenum. He said that the party should now 
establish a structure for a victory in the forthcoming 
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general election for the House of Representatives based 
on the necessary preparatory activities for the election 
since the 6th plenum. 


The general election will in any event be held early next 
year. Miyamoto pointed out that the political point at 
issue is whether the Liberal Democratic Party [LDP] will 
also lose its majority in the House of Representatives. 
The fundamental condition is an advance of the JCP to 
realize this. “Neither the LDP’s defeat nor the abolition 
of the consumption tax will be realized unless the JCP 
with its candidates in every constituency makes an 
advance.” 


The party aim of winning 10, 15 or 20 percent of the 
votes means that the party could possibly gain 86 seats in 
the lower house. But the actual situation is that there are 
28 constituencies in 11 prefectures where the JCP polled 
only | or 2 percent of the votes in the 1986 general 
election, 41 years after the end of the war. “With such a 
slow tempo, we will not achieve the aim even 100 years 
after,” stressed Miyamoto. 


Miyamoto said that the current situation can be 
described as ‘‘a period of turmoil in which one, two or 
three months are equal to a year." Underlying this is the 
deepening contradiction between the LDP and the 
people and the need for the anti-communist opposition 
parties to change their attitude to one of defense of the 
people's daily interests, including opposition to the con- 
sumption tax, and for them to accept the JCP’s pio- 
neering mass activities and criticism of their behind- 
the-closed-door politics, plus their support for the LDP 
in maintaining the Japan-U.S. security treaty and on 
other issues. 


Recalling the JCP’s striking advance in Akita, Miyagi 
and Shizuoka Prefectures in the 1972 general election, 
Miyamoto said, ‘““The advance of the Japanese Commu- 
nist Party is in accordance with the law of social 
progress. If we make every effort, it will not remain a 
mere dream.” 


As for the “interesting situation’ since the House of 
Councillors election in July, Miyamoto took up fol- 
lowing examples: The joint election struggle in Kobe and 
Kawasaki mayoral elections in which the Socialist Party 
of Japan [SPJ] was unable to ally itself with the LDP and 
cooperated with the JCP; the establishment of the class- 
based national center, the National Confederation of 
Trade Unions (Zenroren). 


Miyamoto said that there will be little possibility for the 
consultation between the SPJ, Komei Party, Democratic 
Socialist Party [DSP] and United Social Democratic 
Party to reach agreement on a coalition government 
plan. Even the heads of the U.S. and the Soviet Union 
had to say that they wanted to end the cold war, in their 
talks in Malta. But in Japan, the LDP sticks to the 
argument of the “Japan-U.S. security treaty as the axis”’, 
and the anti-communist opposition parties follow. The 
Komei and the DSP urge the SPJ to totally agree with 
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them in approving the security treaty. But the SPJ has 
shown certain opposition, because it was criticized by 


the people. 


The developing event in East Europe, Miyamoto went on 
to say, is not such an issue as questions the achievement 
of socialism itself or determines the assessment of 
socialism in future. But it is only a display of bankruptcy 
of the Soviet-style bureaucratic system since Stalin. 


On this issue, it is necessary for the JCP to make not a 
passive argument but an offensive one by showing that 
the LDP’s clinging to the military bloc is contrary to the 
main trend of the world, a part of which was shown in 
the recent U.S.-Soviet summit talks, that capitalism in 
Japan is characterized by the cruelty and inhumanity 
demonstrated in the big enterprises where it is said 
“constitution is not applied to the workshop”, and that 
even today the United States limited entry of Commu- 
nists. 


Then Miyamoto spoke of international problems. Intro- 
ducing a question, posed by a commercial paper, “Isn't it 
only socialist countries that are qualified to discuss 
problems of socialism?’ Miyarnoto replied that prob- 
lems of socialism are problems of all forces and political 
parties in the world that think of social progress. From 
this consciousness and responsibility, the JCP has been 
resolutely opposed to the aggression against Czechoslo- 
vakia. The position of scientific socialism, taken by the 
JCP, is that to resolve the fundamental contradictions in 
the present society, the contradictions between the 
people and the ruling circles, for the sake of the people 
and in the direction of social progress. The JCP has 
maintained this position in its activity through before 
and after the end of World War II, and contributed to the 
social development of Japan. 


Not all the communist parties in the world are “in poor 
harvest and failure’, Miyamoto stressed. Such parties in 
capitalist countries that maintain the position of sover- 
eign independence, unyielding to Soviet type of big- 
powerism and hegemonism, and hold the position of 
seeking united front, have scored advance in elections. 
He said Japan is unparalleled in the world in that even 
the Socialist Party has followed for nearly ten years the 
policy approving the military bloc and the policy of 
anti-communism and splitting the progressives. 
Miyamoto stressed the need to have deep confidence in 
the position of the JCP. 


On the statement of self-criticism of the aggression in 
Czechoslovakia, which was issued by the Warsaw Treaty 
states, Miyamoto said that “the bankruptcy of such a 
policy is what ought to be”, and “though belatedly, to do 
self-criticism is better than not to do it”. He analyzed the 
case with concrete evidences, and concluded that in the 
background of this, there has been the thinking of the 
world to be divided into spheres of influence of the 
powers centered on the U.S. and the Soviet Union. 


Miyamoto then analyzed the Malta summit. He pointed 
out that heads of neither U.S. nor the Soviet Union made 
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a clear-cut statement to end “cold war’’. On the contrary, 
in statements after the summit, both sides expressed 
their position to maintain the military blocs. The U.S. 
side has reached a conclusion that Gorbachev's “new 
thinking” policy, which gives its back to class struggle 
and people's movements, is beneficial to the U.S. inter- 
ests, and on this basis, made a commitment to aid the 


Soviet Union. 


He said that to secede from the military blocs is the 
precondition for the unification of Germany, and the 
direction of dissolution of the military blocs accords 
with the interests in the long run of the world people, and 
is a contribution to world peace. 


Especially insisting on the importance of the demand by 
the Czechoslovak Government that the Soviet troops 
should be withdrawn from Czechoslovakia, Miyamoto 
stressed the importance to promote secession of coun- 
tries placed under military blocs, such as European 
countries, from the military blocs they belong. 


After referring to the question related to Romania, 
Miyamoto said that in the turbulent situation, it is 
important to maintain the world outlook of scientific 
socialism. He called for unreserved strenuous efforts for 
the coming elections. 


Plenum Ends With Call for Realism 


OW0912122189 Tokyo JPS in English 0858 GMT 
9 Dec 89—FOR OFFICIAL USE ONLY 


[Text] Tokyo Dec 9 JPS—The 7th Central Committee 
plenum of the Japanese Communist Party [JPS], which 
opened on December 7 in Tokyo, ended its session on 
December 8. 


The plenum heard the introductory speech by C.C. 
{Central Committee] Chairman Kenji Miyamoto, and a 
report on the proposal for the two appeals, one to the 
people and the other to the party members, and on the 
party activity since the previous C.C. plenum, which was 
given by Koichiro Ueda, Presidium vice chairman and 
head of the party’s commission to comprehensively deal 
with national clections. 


Thirty-five C.C. members took the rostrum in discus- 
sion. Among them included was Presidium Chairman 
Tetsuzo Fuwa, who spoke on international election prob- 
lems. 


The introductory speech, the report, the two appeals, and 
concluding remarks by Ueda were all unanimously 
adopted by the plenum. 


C.C, Chairman Miyamoto gave a closing address in 
which he called on the whole party to rise in a great 
struggle by combining precise scientific realism with 
revolutionary romanticism. 
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JCP Views Pact ‘Mistake’ in CSSR Invasion 


OW0712085689 Tokyo JPS in English 0917 GMT 
6 Dec 89—FOR OFFICIAL USE ONLY 


[Text] Tokyo Dec 5 (JPS)}—Tetsuzo Fuwa, chairman of 
the Presidium of the Japanese Communist Party [JCP], 
on December 5 issued a statement on the statement of 
heads of five countries of the Warsaw Treaty Organiza- 
tion admitting their mistake of invading Czechoslovakia 
in 1968. The full text of Fuwa’s statement follow: 


1. Leaders of five countries of the the Warsaw Treaty 
Organization, or the Soviet Union, Poland, Germany, 
Hungary and Bulgaria which made the military interven- 
tion in Czechoslovakia, invading that country and top- 
pled the leadership of the Communist Party of Czecho- 
slovakia and the government in 1968 issued a statement 
in Moscow on December 4 which says that the military 
intervention by the five countries ‘was an interference in 
internal affairs of sovereign Czechoslovakia and should 
be condemned.”’ The Soviet Government also issued its 
own statement saying that “the decision” of the military 
intervention “in the light of all the presently-known 
facts, was erroneous.” 


Although 21 years have passed since the incident, the 
Japanese Communist Party welcomes the official admis- 
sion by the five countries, though belatedly, that act of 
aggression was a serious mistake which has nothing to do 
with scientific socialism, as a notable step of the growing 
self-consciousness progress in line with “reason and 
science”’. 


This is an important victory won by the movements for 
democratization, or the movement rejecting imposition 
of the bureaucratic hegemonist “Soviet model of social- 
ism” and leading forces following it and aiming at 
independence and democratic development of each 
country, by the peoples of a series of Eastern European 
countries, including Czechoslovakia which was the 
target of the invasion and interference. 


2. Immediately after the Czechoslovak incident, the 
Japanese Communist Party has opposed the unjust inva- 
sion which betrayed the principle of socialism, main- 


tair ° ‘.¢ | 9sition that great-power chauvinism and 
hege aonis are the biggest obstacle to peace and social 
progress ie world the overcome of which is the urgent 


task, ana repeatedly criticized the leadership of the 
Communist Party of the Soviet Union. What is impor- 
tant in the world politics now is that any violation of the 
right of nations to self-determination by any pretext or 
reason should be ended based on the confirmation and 
self-reflection of the mistake of the Czechoslovak inci- 
dent. 


At the same time, the cause of socialism demands the 
CPSU and others to make an open self-criticism for their 
historic error of attacking and slandering other coun- 
tries’ Communist Parties which had criticized the unjust 
and cruel military invasion. 


JAPAN 43 


An important point to be noted in this respect is that the 
military intervention in Czechoslovakia twenty-one 
years ago was done on the pretext of the “defense of 
socialism” and the justification of this was made in the 
name of common interests of socialist countries. The 
Japanese Communist Party have consistently been 
making clear-cut criticism of such arguments for justifi- 
cation of the invasion. The JCP manifesto on freedom 
and democracy says, ““To attempt to infringe sovereignty 
and the right of nations to self-determination on the 
grounds of ‘common’ socialist interests would be imper- 
missible even for relations among socialist countries”’. 


The JCP severely points out that the question has a 
contemporary significance, something more than a 
simple lesson of history. 


Strong changes have taken or are taking place now in 
East European countries, which are far greater than those 
in Czechoslovakia twenty-one years ago in scale and in 
content. Various assessments can be made on the nature 
and orientation of these changes, but the crucial point is 
that to suppress a change by the force of arms in the 
name of “defense of socialism” or a foreign country to 
interfere in it because it is not to its liking, run counter to 
history and social progress, because the change is an 
outcome of the choice of the people concerned. This 
must never be condoned. 


The future of social progress of a country can be opened 
up only through the choice and experience of its own 
people. All forces of true scientific socialism will be able 
to contribute to it only with a well-formulated policy and 
line of independence and correctness and through the 
activities and efforts for winning the support of the 
people of respective countries. 


3. Another serious question of world politics is that the 
Czechoslovak incident was a typical that revealed the 
harmfulness of military blocs, world framework since the 
conclusion of the Yalta agreement [sentence as received]. 
According to a memoir of a person concerned, the 
leaders of Czechoslovakia, who were arrested and taken 
to Moscow after the military intervention, was told by 
CPSU General Secretary Brezhnev that the Soviets went 
on military intervention after it had obtained an assur- 
ance from U.S. President Johnson that the U.S. would 
respect the agreement of Yalta that Czechoslovakia 
should be placed under the Soviet influence. This clearly 
shows that the present military blocs are inseparable 
from the spheres of influence dominated by big powers, 
incompatible with the right of nations to self- 
determination. 


For the sake of world peace, one of the most urgent task 
today is to work for dissolution of the military blocs and 
immediately take positive steps to promote this. 


4. As concerned parties of the Warsaw Treaty Organiza- 
tion states, Soviet General Secretary Gorbachev 
admitted thet the aggression of Czechoslovakia was a 
mistake. At tiie same time, he insisted that to maintain 
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this military alliance as a political alliance will consoli- 
date security in Europe, and expressed a position of 
maintaining the Warsaw Treaty Organization under this 
new interpretation. This leaves reflection and lessons in 
Czechoslovakia incident in ambiguity. 


The Japanese Communist Party demands that the Soviet 
Union and other Warsaw Treaty countries fundamen- 
tally liquidate the policy of military alliance after World 
War II and take an initiative toward dissolution of the 
military bloc and withdrawal of the Soviet troops from 
East European countries. The new Czechoslovak Gov- 
ernment has demanded withdrawal of the Soviet troops. 
The JCP thinks that this is the way to safeguard the right 
of the peoples of East European countries to self- 
determination and guarantee the materialization of the 
independent choice of their own future, their keen 
desire, and at the same time, this is the way toward world 
peace, the way to take an initiative which is appropriate 
to socialist countries. 


JCP’s Miyamoto Meets Romanian Ambassador 


OW0712122989 Tokyo JPS in English 0930 GMT 
7 Dec 89—FOR OFFICIAL USE ONLY 


[Text] Tokyo Dec 7 JPS—On December 6 Chairman 
Kenji Miyamoto of the Central Committee of the Japa- 
nese Communist Party [JCP] met Constantin Vlad, the 
Romanian ambassador to Japan, and conveyed to him 
the JCP’s views on the question of an international 
conference of communist and workers’ parties. This is in 
reply to the request by the leadership of the Romanian 
Communist Party [RCP]. Miyamoto handed him a letter 
of reply for the RCP leadership. 


The meeting was attended by Hiroshi Tachiki, member 
of the Standing Presidium and chairman of the Interna- 
tional Commission, and Yasuo Ogata, member of the 
Presidium and head of International Department of the 
JCP. 


Romanians Print Half of JCP Message to RCP 


OW0712085789 Tokyo JPS in English 0935 GMT 
6 Dec 89—FOR OFFICIAL USE ONLY 


[Text] Tokyo, Dec 6 (JPS}—SCINTEIA, newspaper of 
the Romanian Communist Party [RCP], published only 
about half of the message of the Japanese Communist 
Party [JCP] to the 14th Congress of the RCP. AKA- 
HATA on December 6 reported this under the title “On 
the Question of the Deletion From the Message of the 
C.C. JCP to the RCP Congress.” It said: 


“The Central Committee of the Japanese Communist 
Party sent a message to the Central Committee of the 
Romanian Communist Party on the occasion of the 14th 
RCP Congress. (The full text of the message was carried 
on the November 2! issue of AKAHATA.) The JCP 
Representative Yasuo Ogata, Presidium member and 
head of the international department, handed in the 
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message to General Secretary Nicolae Ceausescu of the 
RCP on the first day of the congress. 


“At that time, Ogata asked the Romanian side to consult 
him if the message was to be abridged for any technical 
reason when publishing it in the newspaper. 


“But nearly half of the JCP message was deleted without 
any consultation with the JCP Representative Ogata 
when published in the November 24 issue of SCIN- 
TEIA.” 


AKAHATA then reprinted the deleted part of the JCP’s 
message. 


“In reporting messages from other parties, SCINTEIA 
announced that General Secretary Ceausescu received 
messages from representatives of parties of each country 
and that these messages are published in abridged form. 


“Seeing that some messages from other parties were 
published with a size four times greater than the JCP’s, it 
is clear that the criterion for publication is not only the 
size of the message but its political contents. 


“JCP Representative Ogata on November 24 expressed 
deep regret at this treatment, of the RCP.” 


JCP Criticizes Romanian ‘Interference’ 


OW 1212024189 Tokyo JPS in English 0915 GMT 
11 Dec 89—FOR OFFICIAL USE ONLY 


[Text] Tokyo Dec 11 JPS—The December |! issue of 
AKAHATA carried an unsigned article on page 2, which 
is entitled ‘“‘The View of the Japanese Communist Party 
[JCP] and the Process to Its Expression Concerning an 
International Conference Proposed by the Romanian 
Communist Party [RCP]’’. The top front page of AKA- 
HATA, central organ of the party, was devoted to a letter 
sent from Central Committee Chairman Kenji 
Miyamoto to the Romanian Communist Party. 


Following is the AKAHATA article. 


Kenji Miyamoto, chairman of the Central Committee of 
the Japanese Communist Party, on December 6 gave a 
letter to the Romanian Communist Party, which, at the 
request of the RCP, expressed a JCP view on the 
proposal for an international conference of world par- 
ties, which had been raised by the 14th RCP Congress. 
The view he expressed is that such a conference would be 
harmful, and the JCP opposes it. 


(Proposal by the 1984 RCP Congress) 


In the previous |3th congress held in 1984, the RCP 
proposed an international conference; the motive was, 
however, utterly different from the present one. To the 
past proposal, the JCP side had expressed its view in the 
talks between the two parties and in other occasions. The 
letter of Chairman Miyamoto at this time was sent, 
taking into account the past process. 


FOR OFFICIAL USE ONLY 


FOR OFFICIAL USE ONLY 


FBIS-EAS-89-238-S 
13 December 1989 


In the 1984 RCP Congress, the report of the Central 
Committee, delivered by General Secretary Ceausescu, 
said that problems in world communist movements have 
their origin in the old habit of interfering in the internal 
affairs of the other party, that new important changes 
have taken place and new problems are appearing in the 
international life which have led socialist parties, Chris- 
tian parties, liberal parties and even conservative parties 
to hold meetings several times a year, and in this 
situation it is needed for communist parties to hold 
regional and international conferences. He said that in 
such a conference no decision shall be adopted, or no 
specific view shall be imposed on the other, and free 
discussion shall be guaranteed. He insisted on the oppo- 
sition to whatever interference. 


(The JCP View Expressed on the Occasion of Talks 
Between the Two Parties) 


Two years after that RCP congress, an RCP delegation 
visited Japan. In the talks with the JCP, referring to the 
question of an international conference, the RCP dele- 
gation made an expression that this was neither an 
attempt to restore a center in world communist move- 
ments, nor that to set up a leading party. It said that it 
did not mean an exclusion of a specific party from the 
world communist movements. 


After the talks between the two delegations, JCP C.C. 
[Central Committee] Chairman Miyamoto met with the 
RCP delegation, where he also expressed the JCP view. 
After that occasion, when JCP Standing Presidium 
member Eizo Kobayashi visited Romania, he conveyed 
the message of Chairman Miyamoto, which detailed the 
view of the JCP on this problem. 


The points of the view were: First, the proposal by the 
RCP was different from the “ideological unity on the 
basis of the Soviet Union”, which had been aimed at by 
Brezhnev and other Soviet leaders after Khrushchev. 
The JCP, which proposed an international united front 
against nuclear weapons had strong interest in that 
proposal. The JCP was promoting activity, including 
holding of a symposium on the task of prevention of 
nuclear war and the elimination of nuclear weapons. It is 
an urgent task for communist parties in the world to 
form cooperation centered on this task. 


Second, as stated in the two joint documents of the JCP 
and the RCP in 1971 and in 1978, cooperation is 
incompatible with the continuation of interference with 
others. Great power chauvinism and hegemonism are 
the greatest obstacle to cooperation among communist 
parties. It is essential to seek cooperation, by making 
efforts to overcome this. 


Thirdly, in these situations, cooperation at the interna- 
tional peace movement level is urgently required. This is 
important to form and develop cooperation between 
political parties. 
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Explaining these, Chairman Miyamoto said that 
although a holding of an international meeting of com- 
munist parties was a theme to discuss, it was not realistic 
at present and that the JCP would make efforts for 
cooperation at international democratic movement 
level. 


The content of the proposal was put to practical use in 
the Miyamoto-Ceausescu joint declaration in April, 
1987 which called for an anti-nuclear international 
united front, stressing that “it is decisively important 
that the world’s peace and democratic movements 
should set the goal precisely and develop principled 
activities.” 


(Contents of Proposal at the RCP Congress Last 
Month) 


Since then, there had been no talks between the JCP and 
RCP on the problem of international conference. In the 
RCP congress last month, it was proposed to hold an 
international meeting. The motive of it is already 
explained in the letter of Chairman Miyamoto. It is also 
said that any force, socialist or democratic or progressive 
party can take part in that meeting, so long as it stands on 
the position of anti-imperialism and for peace. But the 
RCP Political Executive Committee which was held 
after the congress proposed it as an international 
meeting of communist parties, saying that they would 
“attain to convene such an international meeting as early 
as possible, while stressing the necessity and effective- 
ness of it.’ The RCP also says that the earliest holding of 
the conference is essential although there are parties 
which do not support or are not prepared for the 
meeting, and calls for forming an initiative group by 
supporting parties. 


(International Conference of Different Nature Carrying 
“Defense of Socialism) 


The Japanese Communist Party had discussed and 
examined with the Romanian Communist Party the 
problem of international conference which the latter 
advocated. When the Solidarity-led cabinet was inaugu- 
rated in Poland, the Romanian Communist Party pro- 
posed a “‘unified”’ action by the Warsaw Treaty Organi- 
zation. In fact, an international meeting for the “defense 
of socialism”’ had already [been] proposed to communist 
parties of non-socialist countries in those period. Seeing 
that JCP Secretariat head Mitsuhiro Kaneko who stayed 
in Romania at that time was not at all told the issue, 
political selection was done in conveying the proposal. 


The five countries which conducted military interven- 
tion in Czechoslovakia in 1968 made public the state- 
ment in which they made self-criticism saying that the 
interference was against international law and was 
unjust. This proves again the correctness of parties 
which opposed the military intervention. It also shows 
the bankruptcy of imposition on East Europe of the 
hegemonist, bureaucratic Brezhnev-style “Soviet model 
of socialism’’. Even though there arise various aspects 
which cannot be affirmable, new governments of East 
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Europe contributed to the progress of the world by 
apologizing for the first time, however belatedly, for the 
cruel invasion of Czechoslovakia 21 years ago. 


As the Romanian attitude shows, the call for interven- 
tion in Poland and support for the military repression in 
the Tiananmen Square incident in China are carried on 
as the “defense of socialism’, in a Romania-proposed 
international meeting which Romania advocates. There- 
fore, it has become completely different in its nature 
from the international meeting which the Romanian 
party proposed five years ago and on which the two 
parties have exchanged views. 


JCP Opposes Romanian-Led International Meeting 


OW08 12133489 Tokyo JPS in English 0920 GMT 
8 Dec 89—FOR OFFICIAL USE ONLY 


[Text] Tokyo Dec 8 JPS—Chairman Kenji Miyamoto of 
the Central Committee [CC] of the Japanese Communist 
Party [JCP] in his introductory speech at the 7th C.C. 
plenum which opened on December 7, said that an 
international meeting of the world’s communist and 
workers parties as presently proposed by the Romanian 
Communist Party [RCP] “would be harmful, and run 
counter to social progress”. 


In his speech, Miyamoto said: The leadership of the 
Romanian Communist Party asked the JCP to inform 
them of its view on the proposal for an international 
meeting of the world’s communist and workers’ parties. 
He met the Romanian ambassador on December 6 and 
expressed the JCP’s position on the matter, which was 
addressed to the Romanian leadership. 


Miyamoto in his speech recalled the three documents 
jointly issued by the JCP and the RCP (joint declaration 
and joint statement). He said that these documents 
jointly pursued such common tasks based on “universal 
truths”, for common action, such as the elimination of 
nuclear weapons, respect for the right of national self- 
determination, non-interference in the internal affairs of 
other parties, and the establishment of a new interna- 
tional economic order. It was very significant, too, that 
they were made by sovereign independent parties, on the 
premise that they would never blindly follow the Soviet 
Union. 


However, the theme of the international meeting, pro- 
posed by the RCP, is the “defense of socialism”, but the 
real content would be based on the position that the 
Tiananmen Square incident “has saved socialist China 
from the hands of counter-revolutionaries”. Miyamoto 
said that the consistent position of the JCP is that such 
an international meeting, “on such a theme” would be 
“quite harmful”, and “would run counter to social 


progress”. 


Miyamoto referred to the fact that the RCP recently 
proposed “‘united action” by the Warsaw Treaty Orga- 
nization states towards Poland and others, but this was 
rejected by the countries concerned. The position of the 
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Romanian Communist Party, which had the honor of 
opposing the military intervention by the five Warsaw 
Pact states into Czechoslovakia, has now turned into its 
opposite, Miyamoto said. 


He said that the whole content of the JCP’s view will be 
published around the time it reaches the party to whom 
it is addressed. 


JCP Statement Marks Outbreak of Pacific War 


OW0812123189 Tokyo JPS in English 0926 GMT 
8 Dec 89—FOR OFFICIAL USE ONLY 


[Text] Tokyo Dec 8 JPS—Mitsuhiro Kaneko, head of 
Secretariat of the Japanese Communist Party [JCP], 
published a statement on the 48th anniversary of the 
outbreak of the Pacific war, on December 8. On the same 
day of 48 years ago, Japan under the tenno (emperor) 
system of absolutism, declared war against the U.S. and 
England, and expanded its war of aggression to the whole 
Pacific Ocean and Asia. It brought about great many 
victims to the Japanese and peoples in Asian countries 
and the miserable result of atomic bombings. The Japa- 
nese people have memorized this day as the day to make 
again a decision to oppose wars of aggression and to 
realize peace of Japan and the world. 


In the statement, Kaneko criticized the Japan-U.S. mil- 
itary alliance and other military blocs as the challenge to 
the people’s wish to make a world without military 
alliances for the true peace of the world since the end of 
the World War II. He said: 


“The Japan-U.S. military alliance was formed, 
neglecting the lesson that the Japan-Germany-Italy anti- 
communist military alliance was the motive power of the 
war of aggression. The Japanese Government and the 
ruling Liberal Democratic Party have strengthened the 
alliance as the nuclear military alliance and expanded 
the military expenditure in response to the U.S. requests, 
making the resources of the expansion of armament by 
the consumption tax, and utilizing the enthronement of 
tenno to eulogize the war of aggression and the dark 
politics at that time. 


“The JCP has consistently been opposed to wars of 
aggression for 67 years since its formation, and has 
struggled for protection of the self-determination of the 
nations, and dissolution of the military blocs, which are 
roots of infringement of the sovereignty of each nation. 


““Now people’s struggles in the world are getting wider? 
’The Berlin Wall’, symbol of the confrontation between 
the military blocs, was broken down by movements of 
the East German people? The people’s movement for 
democracy in Eastern Europe forced the governments of 
the five countries affiliated with the Warsaw Treaty 
Organization to admit the mistake of the 1968 invasion 
at Czechoslovakia. 


“Now is the time to basically liquidate politics on 
military alliances since the end of the World War II and 
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take a step for dissolution of all the military alliances, 
and for withdrawal of the Soviet Union forces from 
Eastern Europe. 


“Hand in hand with wider people, the Japanese Com- 
munist Party continues to make efforts for prevention of 
nuclear war and elimination of the nuclear weapons, and 
realization of an independent, non-allied, and neutral 
Japan, aiming at the dissolution of all military alliance 
and the true peace of the world.” 


Opposition Urged To Participate in Reform Study 


OW0112190089 Tokyo THE DAILY YOMIURI 
in English 29 Nov 89 p 6—FOR OFFICIAL USE 
ONLY 


[YOMIURI SHIMBUN 28 November editorial: ‘‘Elec- 
tion System Reform’’] 


[Text] Despite the fact that everyone knows serious 
problems exist in the multiple-seat constituency system, 
the opposition parties are declining to voice their opin- 
ions in a council whose aim is to reform the election 
process. 


In order to obtain a majority of seats in the House of 
Representatives, a multiple number of candidates from 
the same politic, parties must run in the same constit- 
uencies. 


This situation is one of the main cause of factional 
confrontations in political parties and the evils of 
money-oriented politics. This system makes it more 
difficult for the opposition parties, which cannot often 
field a number of candidates in one constituency, to 
replace the rule of the Liberal Democratic Party. 


Prompted by the Recruit scandal, the Election System 
Council began work last June for the first time in 17 
years. The eight council is studying ideal election sys- 
tems to reform politics and create a system which would 
make it easier for the opposition parties to form a future 
government. 


The council will ask each political party for its opinions 
on elections systems on Tuesday and Dec. 7. However, 
the opposition parties are expected to unanimously 
decline to give their opinions. The Japan Socialist Party 
and the Japan Communist Party have already notified 
the council that they will not participate. Komeito and 
the Democratic Socialist Party are expected to do like- 
wise. 


They charge that discussions in the governmental advi- 
sory organ have been one-sided or that discussions are 
centered on introducing a single-seat constituency 
system. These are strange arguments indeed. 


The council was set up based on the Election System 
Council Establishment Law of 1961, and its creation 
obviously was the intent of the Diet. At the same time, 
the government is obliged to “respect’’ the recommen- 
dations of the council. 
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Diet members were included in all the councils except 
the present one as “special members.”’ It was hoped their 
participation would make it easier to have the council’s 
recommendations approved. 


In actuality, the Diet members sought only advantages 
for their own parties and thus thwarted efforts of the 
council to produce sound recommendations. The bitter 
experiences of the past resulted in a change of composi- 
tion of the eight council. Only private scholars and 
experts make up the new council. They can discuss ideal 
election systems apart from the interests and benefits of 
political parties. 


If the opposition parties refuse to take part in the study 
process, this can only be interpreted as meaning they will 
not accept opinions other than their own. This is a denial 
of democracy. 


They are obligated as Diet members to assist in anyway 
they can to reform the system. 


Distrust of politics because of rampant corruption has 
led to a crisis in parliamentary democracy in this nation. 
Therefore, we hope the opposition parties will assume 
their responsibilities to reform politics and abandon the 
pursuit of their own narrow advantages 


* Opposition Parties’ Governing Ability Examined 


902B0021A Tokyo SANKEI SHIMBUN in Japanese 
9 Oct 89 p 5 (morning edition——FOR OFFICIAL USE 
ONLY 


[Article by Kenichi Kohyama, professor of Gakushuin 
University] 

[Text] After the Upper House election of last July when 
the position of the ruling and opposition parties 
reversed, the first session of the 116th extraordinary Diet 
was opened. At its opening, the four opposition parties 
such as the Socialist Party introduced to the Upper 
House four bills relating to the abolishment of the 
consumption tax as legislation of Diet members. 


Before this, the four opposition parties and the Upper 
House controlled by their union formally passed a bill! 
for the next two-year alternative fiscal resources to 
supplement an annual revenue reduction of 5.94 trillion 
yen associated with abolishing the consumption tax. 
Also, the Socialist Party, seeking to set up an adminis- 
tration of united opposition parties, announced an out- 
line of the generally known “Doi Proposal” including 
four basic policies for the Japan-U.S. security, Self- 
Defense Forces, Korea, and nuclear power generation. 


Thus, the voters will be unexpectedly given this golden 
opportunity to judge whether or not the union of four 
opposition parties led by the Socialist Party is capable of 
being in charge of an administration, whether or not it 
can be safely trusted with the ring of the Japanese 
national management and operation, and whether or not 
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the post-election opposition parties have acquired any 
degree of self-consciousness as a party with responsi- 
bility. 


If voters and the public opinion give a passing mark that 
“opposition parties have the ability to take charge of an 
administration,” inevitably the position of the ruling 
and opposition parties will also be reversed in the Lower 
House election to take place by next summer. 


From this perspective, in collaboration with specialists 
from all areas, I have thoroughly analyzed and examined 
the content of the above-described series of bills pre- 
sented by the opposition parties. 


The conclusion of the study indicated that Japanese 
economy and the welfare and lifestyle of the people as 
well as international relations will inevitably suffer a 
devastating effect if the above-described bills and poli- 
cies of the united opposition parties are actually imple- 
mented. Likewise, speaking of an overall evaluation of 
their ability to run an administration, I am sorry to find 
that the current union of the opposition parties does not 
yet at all possess any administrative ability and has 
definitely not acquired a level of competence worthy of 
steering the ship of Japan in today’s complex foreign and 
domestic climates. 


For instance, with respect to the alternative fiscal 
resources of an annual 5.94 trillion yen to supplement 
the reduced revenue after abolishing the consumption 
tax, the opposition parties estimate a natural revenue 
increase of about !.3 trillion yen. It is very irresponsible 
to regard a tax revenue estimation error attended with 
economic fluctuations as a fiscal resource. Furthermore, 
it is clear from a comprehensive study of the entire tax, 
fiscal, and economic policies disclosed by the united 
opposition parties that the Japanese economy will not be 
able to maintain the growth rates up to this time, much 
less achieve a natural tax revenue increase, when Japan 
starts to step into a reverse course of the corporate tax 
increase and restoration of the commodity tax. 


I don’t sense even a bit of a desire for reform that would 
encompass a drastic revision of the tax system in the 
politica! posture of the opposition. They intend to take us 
back to the unevenly applied commodity tax of the past 
instead of the consumption tax—which they would abol- 
ish—that is borne by all consumers with few exceptions. 
The majority of the public opinion is already for reviewing 
the direct and indirect tax ratio. The alternative fiscal 
resource bill of the united opposition parties is extremely 
anachronistic in its attempt to turn the clock back to a 
direct and indirect tax ratio of 8 to 2 while the current 
trend is to facilitate it to become 6 to 4 from 7 to 3. 


Considering the welfare burden and benefit in the aging 
society ahead of us, the united opposition parties’ bill for 
abolishment of the consumption tax will only lead to a 
large increase in income tax, corporate tax, etc. in the 
medium and long term views because of its logical 
consequence. 
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I can only say where have you been when I read the 
content of the “Basic Tax Reform Bill” of the opposition 
parties, which, in essence, refers to installation of a 
people’s tax system council for implementation of a tax 
re-reform after abolishing the consumer tax, and drafting 
of a concrete re-reform bill within 2 years. What in the 
world have the Socialist Party and other opposition 
parties been doing during the past 10 years since the 
ermergence of debates over the general consumption tax 
in 1979? 


Wasn't the real basic cause of the disarray involving the 
current consumption tax that the Socialist Party stead- 
fastly refused deliberation and idled and disabled the 
Diet, a rightful “forum of speeches,” for 163 days while 
the current consumption tax was on the agenda for the 
Diet deliberation? 


No matter where it takes place, in the East or the West, 
or when it takes place, it takes some time for a new tax 
system to implant itself into the people’s life. Also, it is 
the way of the world that reactions, confusion, and 
discrepancies occur in that process. In light of this, the 
latest introduction of the consumption tax in Japan, the 
first major postwar reform, deserves appreciation for its 
relatively smooth progress. 


The time for sentimentally venting grief over the new tax 
has already passed, although that is necessary to an 
extent. As various social indices demonstrate, public 
opinion is steadily regaining a mature sense of balance. A 
new process has already begun, requiring a discreet and 
thorough review of the consumption tax in an ample 
time frame, subtle adjustment of various systems and 
procedures, and widespread deeprooted implantation 
into the people’s life. Both ruling and opposition parties 
should never overlook this drift for subtle and rapid 
change of public opinion. 


As a result of the reversal of the positions of ruling and 
Opposition parties in the upper house election, on the 
one hand the LDP has been chastised into promoting 
party and political reform. On the other hand, the 
unreasonable bill to abolish the consumption tax pro- 
posed by the opposition parties has resulted in the tax 
becoming firmly embedded in people’s lives. What cyn- 
ical and sagacious crude treatment history can perform! 


Parties Agree to Work Together in Election 


OW0912184389 Tokyo MAINICHI DAILY NEWS 
in English 8 Dec 89 p I—FOR OFFICIAL USE ONLY 


[Text] The non-communist opposition parties have 
agreed to work together in the next general election, 
raising the number of electoral candidates from a current 
256 to 280 and using the New Rengo (the Japanese 
Trade Union Confederation) labor union as an axis for 
their actions. 


The leaders of the Japan Socialist Party (JSP), Komeito, 
the Democratic Socialist Party (DSP), and the United 
Social Democratic Party (USDP) met to discuss ways to 
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debilitate the ruling Liberal-Democratic Party’s chances 
of winning a majority in the next general election. 


New Rengo Chairman Akira Yamagishi and three other 
Rengo officials acted as intermediaries at the meeting 
which took place in a hotel in Tokyo late Wednesday 


night. 


After the meeting, Yamagishi told reporters: “‘In order to 
cause a reversal in the Diet, we cannot have the JSP 
alone do all of the winning. Komeito, the DSP and the 
USDP must also win.” 


To realize an opposition victory, the leaders agreed to 
use the New Rengo to check all 130 electoral districts to 
determine how the candidates from the opposition par- 
ties can cooperate with each other. 


New Rengo will use the information from their nation- 
wide check to draw up a blueprint for the opposition’s 
general election effort. The Sohyo Center will help in the 
making of the blueprint which will be revised and is 
expected to be ready by Dec. 20. 


New Rengo Secretary General Seigo Yamada and the 
secretaries general of the opposition parties will then 
decide on the formation of the 280 opposition candi- 
dates in preparing for the next election. 


The cooperation of the four opposition parties had been 
derailed by the discontent among Komeito and the DSP 
with the JSP’s effort to win the election on their own by 
putting up 180 candidates in the next election. 


But with this agreement, the opposition’s outlook for the 
election has strengthened, and given the possibility for 
more cx peration. 


The agreement carries four points: 


First, in an effort to oust the ruling LDP [Liberal 
Democratic Party], the total number of opposition can- 
didates will be raised from 256 to 280. 


Second, with New Rengo acting in a central role, all of 
the electoral districts will be checked, and a blueprint 
will be drawn up for cooperating in the election. 


Third, the opposition will consider how to place candi- 
dates in the 44 electoral districts where there are not 
enough opposition candidates. 


Fourth, by Dec. 20, the secretaries general and the 
electoral council chairmen from the four opposition 
parties, and Yamada will meet and discuss specific ways 
of cooperating in the next election. 


JAPAN 49 


Economic Affairs 


White Paper on Economy, East Bloc Aid Viewed 


OW0112185589 Tokyo ASAHI EVENING NEWS 
in English 29 Nov 89 p 3—FOR OFFICIAL USE 
ONLY 


{ASAHI SHIMBUN 29 November editorial: “Is Japan 
Doing Enough?’’] 


[Text] There is reason to believe that the Western 
economies are on the right track toward lasting growth. 


The Report on the World Economy (White Paper on the 
World Economy) for this year that the Economic Plan- 
ning Agency on Tuesday presented to the Cabinet points 
out that many countries are achieving a “soft landing,” 
meaning that they are closing in on the neighborhood of 
the potential growth rate at decelerated speed. 


The thing is, what will become of the structural reforms 
which are being made by socialist countries in Eastern 
Europe? The moves designed to ease their mgid com- 
mand and central planning economies and vitalize them- 
selves under the principles of the market economy are to 
be welcomed, as pointed out in the White Paper, in 
terms of broadening the scope and benefits of the free 
economy and free trade. 


Nonetheless, it is up to Western nations, which are in an 
economically superior position, to provide timely sup- 
port so that those reform efforts may bear fruit. In this 
context, the responsibility of Japan as the world’s largest 
creditor nation is indeed great. 


Japan and 23 other Western nations have recently dis- 
cussed in Brussels measures to support Poland and 
Hungary. At the talks, Japan expressed its intention of 
resuming trade insurance for Poland, in addition to the 
offer of $150 million in loans in kind to the Currency 
Stabilization Fund from the Overseas Economic Coop- 
eration Fund, and also to broaden the framewosk sof 
trade irsurance for Hungary. 1 


We think that whether the magnitude of such aid is 
appropriate is something which requires a careful anal- 
ysis before a conclusion is drawn. 


Aid has been extended to Eastern Europe primarily by 
West Germany, to Latin America chiefly by the United 
States and to Southeast Asia mainly by Japan, and this 
pattern has spontaneously taken shape. One such 
example is West Cermany, which has pledged to con- 
tribute $250 million, or a quarter of the $1 billion the 
Currency Stabilization Fund for Poland is designed to 
raise. 


The United States, where some 9 million citizens of 
Polish ancestry are living, has promised to contribute 
$200 million. In a telephone conversation with Prime 
Minister Toshiki Kaifu, President George Bush has 
reportedly told him that he highly appreciates Japan’s 
support which reflects the correct understanding of the 
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East European situation. To the extent that Poland is 
concerned, Japan might be described as having fulfilled 
its international obligation. 


Nevertheless, the hopes East European countries pin on 
Japan are indeed great. This is partly because Japan is 
considered less politically motivated than the United 
States and West Germany. 


Viewed from Japan, the inevitable impression is that 
Eastern Europe is geographically far away. There may be 
not a few Japanese people who think that the region is 
not directly tied in with Japan’s interests. 


It might be because such national feelings were taken 
into consideration that the government has come out 
with a halfmeasure policy of supporting Eastern Europe 
within the paradigm of official development aid (ODA). 


Now that we are at a turning point where world history 
since World War II is to be rewritten, never should we be 
short-sighted. 


Washington has made a policy of curbing the United 
States’ deens_ spending from fiscal 1991 (October 1990 
to Septemb:r 1991). America’s defense budget snow- 
balled und :r President Ronald Reagan, giving rise to an 
enormous iederal budget deficit. 


Japan’s defense spending is given special treatment even 
in a belt-tightening budget for its fiscal reconstruction, 
but there is no longer the necessity of assuring the 
conventional growth rates now that the United States 
and the Soviet Union have gone for cuts in their defense 
spending. One idea would be to divert the surplus fund 
to Eastern Europe. 


It is apparent that Japan will be censured by developing 
countries as stingy, rich though it is, if it diverts to 
Eastern Europe some of the IDA which has been bud- 
geted primarily for them. 


Kaifu is scheduled to visit Eastern Europe in January. 
What should he say and how should he behave? His visit 
will be a good opportunity to ponder relations between 
Japan and Eastern Europe in association with the way 
the offer of aid ought to be. 


Further Press Comment on White Paper Aired 
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[YOMIURI SHIMBUN 29 November editorial: 
“Market Economy Vitality”’] 


[Text] The contrast between the vitality of nations with 
a market economy and the poor performance of the 
socialist economic system became apparent as the world 
prepared to enter the decade of the 1990's. 


World trade has enjoyed steady growth for seven straight 
years, led mainly by the industrially advanced nations of 
the West. But East European economies have become 
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bogged down by slow growth, inflation and shortages of 
consumer goods, including food. 


In its annual report on the world economy in fiscal 1989, 
the Economic Pianning Agency [EPA] said the economic 
problems of Eastern Europe and the Soviet Union stem 
from “the rigidity of the centrally controlled planned 
economies, bureaucracy in state industries and lack of 
discipline by workers.” Economic growth in both the 
Soviet Union and Eastern Europe has hovered around 2 
percent a year for the past several years. 


While the world’s gross national product as a whole 
reached about $20 trillion in 1988, the combined total 
GNP for socialist countries failed to reach $4 trillion in 
the same year. 


Look at the West 


In the West, the report said: ““There has been marked 
progress in streamlining inefficient public enterprises by 
privatization as well as lifting an array of government 
regulations over economic activities.” It also noted that 
both financial and capital markets have been deregulated 
further, while world trade has expanded greatly in the 
past decade. 


Capitalist nations have made efforts to invigorate the 
market mechanism, but socialist countries have failed to 
implement effective economic reform measure. In the 
1980’s, the difference in economic policies created a 
wide and insurmountable economic gap between the 
West and the East. 


The Soviet Union and Eastern Europe now plan to 
implement economic reforms by introducing the market 
mechanism. The EPA report said Japan welcomed this 
development because it would expand the scope and 
benefits of a free economy and free trade system. 


But this does not mean the free economies can rest 
content with their present economic situation. 


The EPA said cheap imports are helping to hold down 
prices despite economic expansion in Japan. 


Pressures on Japan 


However, a protectionist trend is gaining strength in the 
United States because of its huge trade deficit, and Japan 
is under pressure to expand imports of textiles and farm 
products. 


We would like to see world trade expand to serve as a 
source for economic growth by reducing import barriers. 
At the same time, we want further deregulation to 
promote free competition for the benefit of consumers. 


The deregulation of the telecommunications, airline and 
transportation businesses in the United States and 
Britain have led to lower charges and fares. But in Japan, 
the bureaucrats and the businesses concerned are 
resisting deregulation to protect their vested interests. 
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The financial and capital markets are rapidly growing 
due to a global policy of liberalization and improvement 
in information technology. However, we must be pre- 
pared to meet the possible danger of global market 
disruption, 


The Western bloc nations must continue their efforts to 
make the market mechanism even more efficient. 


* Increased Number of Mergers Reported 
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[Text] Mergers and acquisitions [M&A] by Japanese 
enterprises have gained momentum, aided by favorable 
business conditions. The number of M&A’s during the 
January-September period of this year reached 483, 
making it generally certain that the record of 555 in a 
single year, set last year, will be surpassed. A highlight is 
the fact that takeovers of European enterprises have 
risen. The strategy involves boosting the buildup of sales 
and production bases in the European market that will 
reach gigantic proportions with the integration of the 
European Community in 1992. Large-scale buyouts are 
being made in rapid succession, such as the acquisition 
of Columbia Pictures & Entertainment by Sony Corpo- 
ration in September, and the purchase price for a single 
transaction is likely to reach a new high. Although there 
is spreading concern among European and American 
enterprises regarding large-scale acquisitions because of 
problems in fund procurement for the acquisition of 
United Air Lines, the takeover fever among Japanese 
companies seems unlikely to cool for some time to come. 


European Enterprises Are Targets 


According to a survey by Yamaichi Securities, M&A 
actions during the January-September period resulted in 
294 buyouts of foreign enterprises by Japanese compa- 
nies, 178 takeovers among Japanese domestic compa- 
nies, and |! buyouts of Japanese domestic enterprises by 
foreign companies. The total of 483 at this point sur- 
passes the 469 recorded during the year before last. This 
is an average of about 54 buyouts monthly, and, at this 
rate, will set a new annual record in excess of 600. 


Among the takeovers of foreign enterprises by Japanese 
domestic companies, European enterprises stand out. 
Examples are the buyout of a British investment bank, 
Guiness-Mahon, by the Bank of Yokohama; the British 
chemical company, Crossfield, by Fuji Photo Film; and 
the Belgian chemical company, OmniChem, by Ajino- 
moto Company. Among the M&A cases in Europe last 
year, 16.5 percent were takeovers of foreign enterprises 
by Japanese domestic companies, but it increased to 69 
takeovers or nearly 25 percent during the January- 
September period of this year. In contrast, takeovers in 
the United States dropped from 53 percent last year to 
50.7 percent. 
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Regarding the rise in buyouts of European enterprises, 
there is an undercurrent of judgment that “pending the 
EC integration, it is necessary to secure plants and sales 
networks early in order to push for an advantage in the 
evolving business of the European market” (Ajinomoto). 
There is a limit to the buildup of such bases with one’s 
own resources, and the strategy is to gain a foothold in 
the European market within a short time by buying out 
existing enterprises. 


Also, while active takeover bids [TOB] are being made in 
the British securities market, on the one hand, an 
increase in sales overtures from European enterprises 
themselves is enhancing the buyout fervor of the Japa- 
nese enterprises. 


The buyout price per publicly announced takeover is 
more than Y11 billion, placing it on a Y10-billion level 
for the first time, and it surpasses the Y8.11 billion 
record of last year. Since the beginning of September, 
large-scale M&A’s of American enterprises have again 
become active, including Sony’s takeover of Columbia 
Pictures ($3.4 billion) and Kikkoman’s purchase of Del 
Monte’s processing division ($1.47 billion). 


Large-scale M&A activity in the United States is 
expected to quiet down after the unsuccessful funds 
procurement for the takeover of United Air Lines. How- 
ever, unlike the U.S. and European companies that 
center on leveraged buyouts [LBO], equity financing 
constitutes the mainstream of funds procurement for 
M&A actions by Japanese enterprises. 


It can probably be stated that “Japan's securities market 
has recovered swiftly from a serious slump, and there is 
no apparent factor that will bar M&A activities by 
Japanese enterprises from the standpoint of funds pro- 
curement” (Director Kenji Sugatani of Yamaichi Secu- 
rities’ business development and information division). 


* Pacific-Basin Nations Development Expands 
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{Article by Jiro Tokuyama, special consultant for Mitsui 
Bank’s Research Institute and director of the Pacific 
Basin Research Institute] 


[Text] The ever-expanding human network resulting 
from the advancement in the transportation and com- 
munication technologies will have a significant impact— 
political, economic, and social—on countries of the 
Pacific Basin over the next century. With this in mind, 
an attempt is made below to chart the course Japan 
should follow through the 21st century. 


Pan-Pacific Sphere Economic Cooperation 


In Europe, the EC is moving toward the completion of its 
integration by the year 1992; on the North American 
Continent, the United States and Canada have agreed to 
form a free trading zone. Moreover, U.S.-Soviet rela- 
tions are headed in the direction of relaxation. Under 
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these circumstances, the Pacific Basin economic cooper- 
ation concept, espoused by former Prime Minister Ohira 
in his time, is increasingly becoming the focal point of 
global attention. 


Coincidentally, this past spring, Australian Prime Min- 
ister Hawke called for an economic ministerial confer- 
ence of principal Pacific nations, including his own, to 
promote Pacific Basin economic cooperation, and on 26 
June U.S. Secretary of State Baker, in his New York 
speech, stressed anew the importance of Pacific Basin 
economic cooperation as his predecessor Shultz had 
done before him. 


Over these past several years, the subject of Pacific Basin 
economic cooperation has been discussed by two dif- 
ferent groups representing Pacific Basin nations: one, 
known as the PBEC (Pacific Basin Economic Commit- 
tee), is made up of representatives of financial sectors; 
the other, known as the PECC (Pacific Economic Coop- 
eration Conference), is a gathering of representatives 
from government, financial, and academic sectors. The 
PECC, in particular, with macroeconomists playing the 
central role, has been undertaking economic analyses 
(Pacific Economic Outlook) based primarily on 
orthodox statistics. 


But such analyses by macroeconomists have tended to 
be, metaphorically speaking, a ‘basic medical analysis” 
of the Pacific economy, and have not necessarily dealt 
with such “clinical” aspects of the subject as policy 
implications and business opportunities. 


It is against this backdrop that I, working primarily with 
the staff of Mitsui Bank's Research Institute, long known 
for its authoritative research on the Pacific economy, 
have been undertaking a study, a clinical analysis, of the 
Pacific economy with a particular emphasis placed on 
the question of what impact transportation, communi- 
cations (including computers), and tourism are having 
and will have on the Pacific economy. 


Why the special emphasis on transportation, communi- 
cations, and tourism? Because we came to realize that 
these three areas, despite their being the factors having 
significant influence on the makeup of the economic 
environment, had not been accorded their due places in 
the past (take tourism, for example: according to a recent 
survey by American Express, tourism in the Pacific 
Basin is an industry worth roughly $2 trillion, making it 
the biggest industry of the region). 


In other words, it seemed to us that transportation and 
communications might have been perceived as “‘sup- 
porting players,” so to speak, whose roles on a given 
“stage” (society) had been appreciated only in the con- 
text of enhancing the roles of politics, economy, and 
culture playing the “leading parts.” What this means is 
that we might have been guilty of overlooking the true 
potential of these two “supporting players”’ (transporta- 
tion and communications). Thus, the genesis of our 
critical understanding of the whole issue had to be based 
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On a recognition that these two “supporting players” are 
in fact so important that they could significantly alter the 
“stage” itself, 


A case in point is the so-called Tiananmen incident that 
occurred on 4 June in China: The news of this incident 
reinforced my conviction that the advancement in trans- 
portation and communications has changed China and 
will continue to change it significantly in the days ahead 
as well. 


The general public in China was able to learn the details 
of the incident through overseas telephone calls, foreign 
radio broadcast, and tales told by travelers; likewise, 
those of us outside China were able to keep up with the 
graphic details of the incident by means of telephone and 
television and through the information brought out by 
travelers returning from China—a proof of communica- 
tion in action which even the boundaries separating 
nations of different political systems could not stop. 


The desperate effort by China's leadership to conceal the 
facts of the situation was no match to the power of the 
advanced state of transportation and communications 
which facilitated the exposure, leading to a chorus of 
criticism from abroad. 


Although the future direction of China is still open to 
conjecture, there is no doubt that transportation and 
communications have the latent energy powerful enough 
to change the very structure of the Chinese society. 


In undertaking the ensuing study of the impact of 
transportation and communications on the Pacific 
region, we have not extended ourselves to examining the 
issue in its broadest, comprehensive context as might be 
appropriate in the case of China. 


For our immediate purpose, we have confirmed the 
scope of our study primarily to the economic aspects of 
the impact of transportation and communications and 
limited ourselves to simply presenting policy recommen- 
dations from the standpoint of economic cooperation 
among countries of the Pacific Basin. 


To begin with, at the onset of our study, we took note of 
the following two points: 


First, in discussing the affairs of the Pacific region, there 
is a tendency to ignore such important countries as the 
United States, Canada, and Mexico situated on the 
eastern shore of the Pacific—a tendency that must not 
continue. It is our view that without strengthening the 
economic cooperation between the two shores of the 
Pacific there cannot be a Pacific economic cooperation 
in the true sense of the word, and that, therefore, we 
must never forget the importance of the roles being 
played by these countries on the eastern shore of the 
Pacific. Mexico in particular, with its population of 80 
million, cannot be overlooked as a market in the near 
future. 


Second, the “Pacific-version EC” concept is still prema- 
ture. The EC occupies a contiguous, relatively small area 
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of land and is made up of countries devoid of any 
significant difference in their state of cultural and eco- 
nomic development; this makes it possible for the EC to 
have a public system for economic cooperation. In 
contrast, countries of the Pacific region are quite dif- 
ferent from one another in culture, politics, religion, 
race, and the stage of economic development; further, 
geographically, they are scattered in and around the vast 
Pacific Ocean. In this sense, the Pacific-version EC 
concept is unrealistic. These, then, are the two premises 
which we should bear in mind when considering the 
affairs of the Pacific region. 


Transportation, Communications Are Changing 
Economic Cooperation 


Looking at the Pacific region with the aforementioned 
two points in mind, it is evident that fundamental 
changes are taking place in this region. What I am saying 
is that as a result of gradual changes brought about by the 
advances in transportation and communications since 
the 1970's, we can now begin to view the Pacific region 
as one area. In other words, for one thing, it has become 
possible for a corporation to manage operations which 
are dispersed throughout the entire Pacific region. Today 
the need is evident to view transportation and commu- 
nications as major factors capable of transforming the 
pan-Pacific region into a new stage rather than as partial, 
fragmentary subjects which should be covered in service 
trade negotiations such as the Uruguay Round of talks. 


By way of proving the point which I am trying to make, 
let us take a look at the things that are happening all 
around us. These days we find many corporations oper- 
ating in the Pacific region without regard for the tradi- 
tional concept of national boundaries. This trend is 
plainly manifested in the form of international coopera- 
tion among various countries and in various areas of the 
Pacific region on matters of plant constructions, pro- 
curement of parts or finished products, and joint ven- 
tures. Japanese automakers, such as Honda, Toyota, and 
Nissan, and the parts makers affiliated with them have 
shifted their production bases to the United States. 
Likewise, Japanese electrical manufacturing companies, 
such as Sony, NEC [Nippon Electric Co.], and Matsush- 
ita, banks, securities firms, realtors, and their subsid- 
iaries, too, are already operating in the United States. 
Conversely, inroads have been made into the Asian 
Pacific region by U.S. electronics manufacturers, such as 
Motorola, AT&T, and Hewlett-Packard, automakers 
such as GM and Ford, banks, securities firms, and life 
insurance companies. These developments reflect the 
formation in progress of international networks among 
multinational corporations that are engaged in recip- 
rocal extensions of manufacturing process and produc- 
tion sharing throughout the Pacific region. 


To cite additional examples: in the Pacific region, a good 
case in point is Mitsubishi Motor’s production in Thai- 
land of the “Lancer” cars that are being exported to the 
United States. More than 30 percent of the parts for this 
car are produced in Thailand; moreover, the car’s doors 
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are made by a Malaysian company known as “Proton,” 
its transmissions by a Philippine subsidiary called 
“ATC,” and aluminum foils used for the car are made by 
Australia-Mitsubishi—all in all, a good example of inter- 
national division of labor. A similar example can be seen 
in the textile industry: wool procured in Australia and 
New Zealand is dyed in Hong Kong, made into garments 
in South Korea, purchased by Japanese trading firms, 
and exported to Europe and the United States. Joint 
ventures have become too numerous to be counted in all 
areas of the industrial sector in the United States and 
Asian countries. 


Although these developments are not unique to the 
Pacific region, the power of transportation and commu- 
nications (including computers) in terms of facility of 
flow of not only goods but money, people, and informa- 
tion and of shortening the distance, both timewise and 
spacewise, between different countries has a particularly 
significant meaning to the Pacific region where countries 
have long been separated by the vast ocean. In financial 
markets of the world including the Pacific region, huge 
sums of capital are constantly on the move everyday, and 
the number of international tourists has risen sharply of 
late (in 1987 sight-seeing travelers throughout the world 
numbered some 355 million, twice as many as the 
number in 1970 and 14 times the number in 1950). 
Multinational corporations have staffs made up of indi- 
viduals whose nationality or ethnic origin span more 
than a few nations; on the capital side, too, their shares 
are held by parties scattered over a number of countries, 
making it difficult to ascertain the nationality and the 
source of capital of any given multinational corporation. 
These trends are important for the integration of the 
pan-Pacific region, a conglomerate of advanced nations, 
countries of ANIES [Asian newly industrialized eco- 
nomic societies], and developing countries, at the height 
of its growth. 


Accelerator to the World’s Progress 


Looking back the evolutions of the past 100 years, things 
seem to have changed at an accelerated tempo with each 
technological advancement. For example, the speed of 
transportation is said to have quadrupled at each phase 
of technological progress during the past century. A 
bicycle enabled man to move four times faster than 
walking; an automobile attained a speed more than four 
times that of a bicycle; and a propeller-driven airplane 
flew four times faster than the speed of an automobile. 
Viewed against this backdrop, one can readily see the 
accelerated tempo at which the cross-Pacific commercial 
jumbo jetliners and telecommunications advanced 
during the 1960's. Such progressive changes toward 
faster speed have not only shortened the distances in 
terms of both time and space but also contributed greatly 
to the progressive lowering of the financial and service 
costs in the transportation and communications sectors. 


Let us take the case of telephone: during the 1950's 
international telephone service was poor in quality, 
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time-consuming for the calls to get through, and expen- 
sive in its rate; in fact, until fairly recently, it had 
remained a trying experience to make an international 
telephone call. For instance, to make a 3-minute call 
between Tokyo and New York the caller had to wait 5-6 
hours, but today direct dialing makes the call instanta- 
neous. Furthermore, according to the American publica- 
tion COMPUTER AGE, the advances in telecommuni- 
cations during these past 30 years have reduced the cost 
so drastically that it is like being able to buy a Rolls- 
Royce off a dealer's showroom at the price of $2.50, and 
that the cost of 90 miles of copper wire is enough to lay 
80,000 miles of fiber optic submarine cable today. 
Examples of this kind are too numerous to mention in 
the areas of transportation and computer technology. 


The foregoing is not intended to belittle the importance 
of agriculture and other primary industries to the econ- 
omies of the Pacific region; rather, the point I am trying 
to make is that, in terms of value added, the impact of 
primary industries led by agriculture on the society as a 
whole is not as broad as that of those other industries 
which I have been discussing. 


Let me repeat once more: It is necessary to view the 
development in transportation and communications 
(including computers) not as a segment of the services 
trade, or one agenda item in the Uruguay Round of 
negotiations, but rather as an important factor capable, 
in a manner of speaking, of significantly altering the very 
stage on which the actor called “economy” performs. Put 
it another way, it is necessary to view transportation and 
communications (including computers) not as the con- 
sequences of economic growth but rather as key ingredi- 
ents that can significantly change the infrastructure of a 
country or a region. In reality, however, many seem to 
view the development in transportation and communi- 
cations merely as a performing “dancer” or “‘actor,”’ not 
as a force of significant impact that can change the stage. 
Attesting to this is the inadequacy evident in the way 
many countries are dealing with their transportation and 
communications problems: in Japan the economic giant, 
for example, the matter of improving airport facilities is 
lagging behind; not only is it a matter of rather low 
priority, it is caught up with administrative regulations. 
Also, of the 1985 and 1986 total ODA [official develop- 
ment assistance] grants provided by OECD countries for 
the communications, transportation, and energy sectors, 
the share for communications was a relatively low 15 
percent. Meanwhile, there is a tendency among corpo- 
rate managers to let the public sector bear the cost of 
developing communications satellites and ultra high- 
speed passenger aircraft. But I believe that, given the 
prospect of possible deceleration of the global economic 
growth as we approach the year 2000, these corporate 
managers more than anybody else should turn their 
attention to making the economic pie itself bigger 
instead of vying for greater market shares. More to the 
point, it is well and good for the world leaders to be 
mindful of such socioeconomic problems as “‘the twin 
deficits,” “the problem of mounting debts,’ and “‘the 
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North-South issue,” but they do not seem to be very 
attentive to the even greater importance of seeking 
fundamental solutions to these problems by changing the 
“stage” itself by making significant investments with 
sufficient lead time in such areas as transportation and 
communications. 


Effects of Investment in Transportation and 
Communications 


What do I mean by making the economic pie bigger 
through investments in transportation and communica- 
tions (including computers)? Let me elaborate on it using 
my personal experience as an example. What I recall is 
the Japan of 40 some years ago. In the wake of World 
War II Japan lay in ruins reduced to extreme poverty. 
One evening during the days of U.S. occupation, my wife 
and I were invited to the home of an American soldier at 
Yoyogi [in Tokyo]. After dinner, we were given a guided 
tour of the house—a good old American custom; even 
today, both my wife and I have a vivid recollection of 
that tour. The soldier’s home was equipped with an 
electric refrigerator, a radio, a heater, an air conditioner, 
stereo equipment, and an electric washing machine; 
moreover, the host and his family had their own car. 
Perhaps it was just an average home by the American 
standard at that time, but to us it was a dream home. In 
those days, to own such durable consumer goods and to 
attain that level of living standard was nothing short of a 
dream to me. Even for well-to-do Japanese, to appoint 
their homes with all those durable consumer goods was a 
near impossibility at that time. The kind of experience | 
had that evening probably was common among those 
other Japanese who had an opportunity to observe at a 
close range the daily lives of U.S. occupation soldiers 
living in Japan with their dependents; it was that expe- 
rience which I believe stimulated the Japanese to work 
hard in the hope that someday they might be able to have 
the kind of life those American military families had. 


Incidentally, when examining the factors that contrib- 
uted to Japan’s high economic growth during the 1960's, 
one should not underestimate the motivation factor— 
i.e., the desire of a great majority of the Japanese people 
to improve the standard of their living. I shall refer to 
these masses of people broadly as “the grass roots.” 
Today contrary to my earlier forecast, nearly all of the 
Japanese people, the grass roots, have attained a rela- 
tively affluent living standard. This kinds of change that 
has taken place in Japan is now spreading, thanks to the 
advances in transportation and communications (includ- 
ing computers), to the grass roots of the Pacific region, 
especially of the countries of ANIES and ASEAN. This 
fact cannot be treated lightly when one considers the 
enormity of the size of population in Asia. 


In other words, today the grass roots of the Pacific 
region’s developing nations, including Mexico and 
China, are gradually pulling themselves out of poverty; 
they are traveling to advanced countries or regions, 
where they come in contact with high standards of living, 
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can watch television, and can experience the conve- 
nience of having such things as electrical appliances, 
bicycles, cars, air-conditioning units, and electric 
washing machines. Such experiences (demonstration 
effects) are instilling in the grass roots a spirit of enter- 
prise and stimulating them to have the motivation for 
the improvement of their standard of living. Such a 
desire for a higher standard of living cannot be sup- 
pressed even with the ideologies of communism and 
socialism. There is even a story going around that the 
members of a visiting Soviet volleyball team went so far 
as to skimp on their meal expenses during their stay in 
Japan so that they could go to Akihabara, the well-known 
discount shopping district in Tokyo, to buy up-to-date 
electric appliances to take home. I have heard a similar 
story about the members of a visiting Chinese ping-pong 
team. Also, Southeast Asian tourists flocking to the 
Disneyland park at Urayasu go on shopping sprees 
during their stay in Japan. Reflected in all of these 
phenomena is the demonstrated effect of travel and 
television—a fact which one cannot afford to overlook. 
In short, transportation and communication, together 
with their demonstrated effect, are changing the stage 
called “the Pacific region”’ in a significant way. 


For sure there is a trend within these trends: it is that the 
peoples of the developing nations have gradually come to 
pay attention to the peoples and cultures of other coun- 
tries surrounding them, and that as a tourist resort the 
Pacific region has come to attract not just the rich 
minority but a broad segment of people as well. To be 
specific, according to a survey done by the Mitsui Bank's 
Research Institute, 46 million people traveled in the 
Pacific region in 1987 and the number is expected to 
grow more than in any other region to exceed 110 
million before the end of the current century. In refer- 
ence to this situation, I wish to make an observation as 
follows: “Transportation and information communica- 
tion have set fire to the desire of the grass roots to own 
durable consumer goods.” 


If people can have ready, easy, full access to high-speed 
means of transportation, modern airports and harbors, 
and information communication services, the “fire’’ will 
spread to all corners of the Pacific region. The point I 
wish to make again and again is this: That in the era of 
sophisticated information communication and ultra 
high-speed transportation about to dawn, transporta- 
tion, communication, and computers will not be mere 
“tools”’ but will constitute the “‘central engine” driving 
the global economy. Transportation, communications, 
and computers are the essential ingredients which one 
must examine in envisaging the shape and form of the 
Pacific region’s economic development in the next cen- 


tury. 


When transportation and communications (including 
computers) are so developed as to cover the entire 
Pacific region, an enterprise will be ale to establish a 
network of production bases anywhere in the region. 
This will then be followed by the next stage in which 
formerly useless land will become valuable, plants will be 
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built in remote areas, new jobs will be created, and new 
employment opportunities will be generated. In this 
sense, the economic development of the Pacific region 
resembles the 19th century United States, where migra- 
tion of people from the East Coast to the West Coast 
occurred in tandem with the expanding cross- 
continental railway and communications network. What 
happened to California—its transformation from a 
wasteland to a land of prosperity and creation of many 
employment opportunities—proves my point. To be 
more precise, the point is that it is possible to expand the 
economic pie itself by making use through the develop- 
ment of transportation and communications of those 
areas that have had little to do with the nation’s eco- 
nomic growth. 


In the past, the harbors adjacent to industrial zones have 
played a significant role toward the economic develop- 
ment of the Pacific region by transporting people and 
goods. Also, the developing countries of the Pacific 
region owed their thriving trade mainly to their rich 
natural resources including tourist resorts. More 
recently, however, new trends have begun to emerge in 
the Pacific region, one of which is the formation of 
complex industrial cities that not or ly #ke advantage of 
convenient transportation and wom ations by 
linking themselves to industrial zones adjacent to coasts 
(harbors) or airports but also have their own resort and 
educational facilities; another trend is for provincial 
cities to establish direct links with industrial or commer- 
cial centers by taking advantage of the progress in the 
formation of transportation and communications net- 
work. One result is that provincial products which used 
to be sold dirt cheap can now be priced more appropri- 
ately thanks to information communication. 


Flow of People, Goods, Money, and Information 


But our survey indicates that the service capacity of the 
existing air, sea, and land transportation facilities is 
already inadequate to handle the current flow of people, 
goods, and information. Moreover, according to trans- 
portation experts, the flow of people and goods into the 
Pacific region is expected to increase five to six times 
that of the current level during the next century. 


One way to accommodate this situation would be to 
make an investment to improve the economic and social 
infrastructures—the same step which would be required 
in the early phase of economic development—so as to 
make them capable of dealing with the latest high-speed 
transportation technology. For example, a high-speed 
commercial transport (HSCT) capable of flying at Mach 
5 will reduce the flying time between any two points in 
the Pacific region to about 2.5 hours. Interesting to note 
is that the extension of the aforementioned theory of 
“progressive guadrupling” of the transport speed makes 
it logical that an HSCT will fly at a speed four times that 
of the jumbo jet planes (Mach 0.85) currently in service. 
All this is an indication that the world is now entering 
into a new era of ultra high-speed transport—an era 
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which I would characterize as “the high-mobility soci- 
ety.” As a matter of fact, McDonnell Douglas Corp. is 
now making a concerted effort to develop an HSCT 
capable of flying at Mach 2.5-5. Despite the unpopu- 
larity of the Concord, a Mach-2 HSCT currently in 
service in the Atlantic region, the jumbo HSCT is 
becoming something indispensable—a trend that has 
emerged since the beginning of the 1980's. 


In addition to the HSCT, there will be other develop- 
ments in the transportation and communications fields 
during the coming 10 to 15 years, making the realization 
of the “high mobility society” possible, raising the pros- 
pect of the dawning of a new phase in technological 
advancement and economic development. 


In the transportation field, for example, Japan is plan- 
ning to achieve commercialization of the linear-motor 
car system before the arrival of the next century. This 
system, when in place, will cut down the travel time 
between Tokyo and Osaka from the present 3 hours and 
20 minutes by the Shinkansen’s Bullet Train to just | 
hour, and will cover the distance between the downtown 
Tokyo and Narita Airport, which now takes |-2 hours 
and even 3 hours by bus depending on the traffic 
conditions to a mere 10 minutes. In other words, a 
linear-motor car system will make it possible to have an 
airport built away from the congested metropolitan area 
and still function with sufficient efficiency. Similarly, in 
the marine transport field, the Japanese Ministry of 
Transport has consigned to the private sector the task of 
researching and developing, with a goal of putting it to 
practical use before the start of the next century, a 
high-speed transport container ship capable of navi- 
gating at a speed of 100 kilometers per hour; for this 
research and development project, the ministry has 
begun appropriating the annual sum of 550 million yen 
starting with the budget for the current fiscal year. When 
this ship comes into being, it is expected that Japan will 
be able to ship goods to all points in Southeast Asia in | 
day and to North America in 3-4 days. 


The communication section is no less important than the 
transportation section which I have dealt with thus far. 
In place high above the Pacific Ocean at present are a 
number of commercial communications satellites 
including one INMARSAT [International Marine Satel- 
lite] and three INTELSAT-V’s [International Telecom- 
munication Satellite], which are speeding up the flow of 
information communication between points far apart in 
this region. The INTELSAT-V satellite has 12,000 tele- 
phone circuits and two television circuits to a unit, but 
the INTELSAT-VI satellite, which is scheduled to be 
launched during 1989, will have 30,000 telephone cir- 
cuits and four television circuits, doubling the capacity 
of the INTELSAT-V model. 


Meanwhile, as far the submarine cables in the Pacific 
region, the existing ones have been laid mainly between 
the United States and North Asia (Japan, South Korea, 
and Taiwan) and between Australia, New Zealand, and 
Canada, but the installation of many more cables is 
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either in progress or being planned. In the interest of 
clarifying the relationship between the length and circuit 
capacity of a submarine cable, the “Triple-T" Research 
Group of the Mitsui Bank's Research Institute has 
introduced the concept of ‘‘circuit-kilometer” (number 
of circuits multiplied by the distance in kilometers). 
When this concept is applied, the Pacific region already 
has 60 million circuit-kilometers of submarine cables in 
place and by the year 2000 this figure is expected to 
nonuple. But it goes without saying that the domestic 
communications network of each country must be put in 
good order as a necessary adjunct to international com- 
munications; when good progress is made in that effort, 
communications on a real-time basis will become pos- 
sible within the Pacific region. 


The advancement in the communications technology is 
spawning all kinds of business opportunities that were 
unthinkable only a short while ago. For example, coming 
into being over these past 2 years is a high-definition 
television [HDTV] which is also referred to as “high- 
vision."’ An HDTV will enable the viewer to enjoy in the 
comfort of his home a movie with the kind of image and 
sound quality that will make him feel as if he were sitting 
in a theater. Combining the HDTV with the satellite 
transmission will turn the Pacific region, where just as 
many people can understand English as in Europe, into a 
huge market for movies, bringing a renewed boom to the 
Hollywood motion picture industry now in a state of 
depression. Also, the mix of HDTV, telephone, and 
computer is expected to provide peoples of Pacific 
nations with such home services as data communication, 
mail-order sales, intracorporate conferences, legal con- 
sultations, and a variety of entertainment programs. 
Providing these types of services to the general public is 
still beyond the capability of existing enterprises; as the 
telecommunications technology advances, new indus- 
tries capable of providing these services are bound to 
spring up, one after another. 


Meanwhile, the number of long-distance air-travelers 
worldwide, who constitute the market for HSCT’s, is 
expected to grow from 50 million in 1985 to 134 million 
by the year 2000. According to the Japan Aeronautical 
and Space Industry Association, the Pacific region will 
need the service of between 750 and !,000 HSCT’s in 
order to accommodate such an increase in the demand 
for long-distance air travel. Just the other day Singapore 
Airline, always one step ahead of the other airlines, put 
out an interesting advertisement that said: “We will take 
you from Singapore to Los Angeles in 1-2 hours. There is 
one hitch: you will have to sip your champagne just a 
little faster.”” 


At present it has become a norm for the air traveler in the 
Pacific region to encounter discomfort and inconve- 
nience due to frequent flight changes, departure delays, 
long lines for immigration and customs inspections and 
congestions and traffic tieups near airports. Considering 
the outlook calling for an increasing demand for air 
transportation in terms of both passengers and freight, if 
a major expansion is not done to the capacity of the 
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region’s airports and other related facilities, one cannot 
even imagine how chaotic the situation will turn out to 
be in the 21st century. Because huge sums of money and 
a long lead time are required to improve the existing 
airports or build new ones, the PECC member-nations, 
especially Japan the economic giant, must look ahead 
and began taking steps without delay—steps such as 
improving the capacity of existing airport facilities or 
moving airports away from densely populated areas to 
offshore areas. It is with this in mind that Taisei Corpo- 
ration [a construction company], for instance, is consid- 
ering the idea of building a man-made island, about 
5-kilometer-square in size, several kilometers off the 
coastline to construct an airport there. Under this 
scheme, the surface of the man-made island will be made 
into an airport with 5,000-meter-long runways to accom- 
modate HSCT’s, while underground space will be uti- 
lized as an international conference hall, a free-trade 
zone, and other income-earning facilities. This multi- 
functional man-made island yet to be born already has 
been named as a “value added airport” (VAA). The plan 
further envisages linking the VAA with a major metro- 
politan population center on the main island using a 
linear-motor car system to form a network with a 
number of urban centers. The construction of such an 
airport is estimated to cost some 20 trillion yen, but the 
plan is to recover the cost in 20 years. Although Kansai 
Airport is under construction now, Narita Airport has 
already turned into a “train station,” making it utterly 
useless. It should be kept in mind that the airport 
problem cannot be resolved through the typically Japa- 
nese passive approach of “leaving a matter to chance.” A 
drastic remedy to problems such as this calls for priva- 
tization as was done with the JR [JNR or Japanese 
National Railways] and relaxation of regulatory controls. 


Thus, if such dynamic ideas are implemented in the 
Pacific region as we approach the 21st century, I believe 
further relations between the developing countries and 
the advanced nations will change into something more 
optimistic. Despite the traditional forecast that the 
North-South differentials will widen, the arrival of the 
post-industrial era and the advances in high-speed trans- 
portation are rather likely to narrow the North-South 
differentials. Although it is too early to reach a conclu- 
sion, looking at the recent economic vitality shown by 
the nations of ANIES, I am inclined to think that we can 
have big hopes for the future. 


Thanks to the demonstrated effect of travel and commu- 
nication which I mentioned earlier, the grass-roots’ 
demand for durable consumer goods has spread to other 
countries and areas of the Pacific region, especially to 
members of the ASEAN, and I believe this will eventu- 
ally have a bearing on the global economic prosperity. In 
other words, the spreading of this process is expected to 
have a significant and desirable impact on the resolution 
of such social problems as poverty and societal unrest 
facing the governments of various countries. It is for this 
reason that giving a higher priority to the nurturing of 
transportation and communication industries within the 
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framework of a national or regional policy is deemed 
necessary not only from the business standpoint but 
from the public standpoint as well. Even in the political 
context, advances in transportation and communication 
that facilitate foreign travel by people and propagation 
of a variety of information will serve to impede the 
centralized regulation or control by autocratic regimes of 
the socialist and communist ilk; as a tendency, therefore, 
this will, I believe, lead to the nurturing of democratic 
middle classes. 


Steps Called For in the Pacific Region 


At this point, let us examine those steps which must be 
either considered or implemented in the Pacific region. 
As I stated earlier, I do not believe that the Pacific region 
needs a public structure a la the EC at the present time. 
The question may merit consideration sometime in the 
future, but at this point in time what needs to be done is 
to let cooperative relations develop that are flexible, 
open, and duly mindful of the diversity of the region—as 
in the case of the PECC. There are steps that must 
precede the formation of a public structure. One of them 
is—here I am repeating myself—to give priority to the 
formation of transportation and communication net- 
works so as to facilitate the flow of people, goods, money, 
technology, and information to create markets, to 
narrow the North-South differentials, to prevent over 
concentration of population in major metropolitan 
areas, to turn sparsely populated areas into valuable 
pieces of land, to create job opportunities, and to ensure 
a broad expansion of new markets. Another is to provide 
educational opportunities to the people of this region so 
that individuals with talents and skills may be devel- 


oped. 


Traditionally people of the Asian-Pacific region, espe- 
cially the 47 million overseas Chinese widely scattered in 
the region, are exceptionally education-minded; attesting 
to it is the large number of youths from Southeast Asian 
countries studying in the West and other advanced 
nations such as Australia and Japan. Even China has 
sent 50,000 students to study abroad since its adoption 
of the open-door policy; no less 36,000 of them are said 
to have been sent to the United States. Roughly 
speaking, some 10,000 students from each of the Asian- 
Pacific countries are studying abroad, mainly in the 
United States. It is now becoming a common occurrence 
among these Asian students, studying either at schools 
within the Pacific region or at foreign schools elsewhere, 
to exchange entrepreneurial knowledge with fellow stu- 
dents. In this respect, the contribution by U.S. colleges 
and universities is significant. One should not underrate 
the importance of the human relationships that cut 
across national boundaries which these students can 
form during their study abroad. 


Reflecting the needs for particular types of talent in the 
developing nations, some 60 percent of these Southeast 
Asian students studying abroad are majoring in science 
and engineering subjects and the rest are pursuing such 
other subjects as business management (the MBA 
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course), economics, and international relations. Most of 
these students return to their own countries where they 
assume the role of the country’s intellectual treasure 
chest (fountain of wisdom). But some stay in the United 
States. At the Silicon Valley of California, for example, 
10,000 Chinese and 5,000 Indian technicians are said to 
be performing important roles. Put simply, allowing the 
inflow of students from the Asian-Pacific region has to 
be regarded as one of the success stories of U.S. foreign 
policy. My point is that these Asian students, whether 
they return to their home countries or choose to remain 
in the United States, will prove to be valuable human 
resources not only for their own countries but for the 
United States as well. 


I might also point out that it has become a common 
practice among American business firms to open their 
offices in such cities of the Pacific region as Singapore, 
Hong Kong, Taipei, Bangkok, Seoul, Jakarta, and 
Tokyo; from this, one can surmise that the experience of 
having served at the company’s Pacific outpost will 
constitute an important career step for future managers 
of American companies. In addition to technicians and 
managers, countries of the Pacific region will need to 
train other specialists such as air-traffic controllers, 
pilots, and hotel staff. Separately from the traditional 
approach of sending students abroad, the use of commu- 
nication satellites will make it possible to provide neces- 
sary training to students throughout the Pacific region, 
no matter how far apart they may be geographically, 
teaching them as if they are sitting in the same class- 
room. This is the idea known as “distance learning” 
[remote training]. The efficacy of using communication 
media for the training of human resources in the Pacific 
region is something which I feel I must emphasize at this 
time. Television is bound to spread rapidly in the 
developing countries of the Pacific region in the days 
ahead. This means that the utilization of television as a 
tool for educational purposes is a step which can be 
initiated almost immediately. 


For further acceleration of talent training in the Pacific 
region, a scholarship program should be set up on a 
priority basis to select and assist gifted youth for study 
abroad under the traditional training approach and, in 
addition, the aforementioned “remote training” system 
should be actively utilized in tandem. Also, given the 
possibility of a pan-Pacific economic cooperation orga- 
nization eventually coming into being, there will be a 
need to establish a “Pacific Management School” and a 
‘Pacific Engineering School” to start training, say, 50 to 
100 outstanding personnel, selected annually from coun- 
tries of the pan-Pacific region, into executives and engi- 
neers under one roof. It would be a good idea to use the 
graduates of these schools as key officials of the pan- 
Pacific economic cooperation organization when and if 
such an organization is created in the future. It is with 
these kinds of training programs in mind that I am 
recommending, as part of the Pacific regional coopera- 
tion scheme, the founding of the scholarship program I 
mentioned earlier, which I would like named as ‘Pacific 
Educational Fund” (PacEd). 
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There is another matter that is of concern to me: the 
political barriers still existing between different coun- 
tries and different zones within the Pacific region. But I 
believe this problem, too, will be eased considerably as 
economic activities continue to make reciprocal inroads. 
To facilitate the easing of this problem, it will also be 
necessary for all countries of the region to make con- 
scious efforts to avoid clinging too stubbornly to the 
traditional mores of nationalism in their dealings with 
one another, even though I realize it may be difficult to 
heed to such a suggestion at this time. 


At any rate, I believe that the expanding human network 
and reciprocal inroads being made by multinational 
corporations, both of which are the results of the 
advances in transportation and communications, are 
lowering the walls of these existing political barriers. Be 
that as it may, if indeed all such evolutionary develop- 
ments should occur in transportation and communica- 
tions (including computers) in the days ahead to give the 
pan-Pacific stage a new look, the outcome will have 
manifold positive aspects as well as some negative 
aspects. This is a point which should not be overlooked 
in studying this overall question. In any event, how will 
the advancement in transportation and communications 
(including computers) impact and change the Pacific 
nations politically, economically, and socially over the 
next century is a question that calls for a comprehensive 
study. Chances are there will emerge all kinds of changes 
in industrial structures, management styles, markets, 
investment patterns, consumer behaviors, and people’s 
lifestyles. All such changes will have bearings on business 
opportunities and therefore warrant a concrete and 
detailed research. 


In concluding, let me say once more: Transportation and 
communication (including computers) are the engine 
that will produce significant changes in the pan-Pacific 
region’s economic relations. 


Exporters Aim To Meet Call To Double Imports 


OW0712013789 Tokyo THE JAPAN ECONOMIC 
JOURNAL in English 9 Dec 89 p 1—FOR OFFICIAL 
USE ONLY 


[Text] Pressured by the powerful Ministry of Interna- 
tional Trade and Industry [MITI]. Japan’s top 50 
exporters are feverishly finalizing plans to double the 
value of their imports within three years. 


The companies are reacting to MITI’s “administrative 
guidance” last month asking that they quickly and 
aggressively boost imports as a way to reduce Japan’s 
$80 billion trade surplus. 


But while the companies so far have acquiesced to 
MITI’s request, many executives are unhapy about it, 
according to corporae sources. 


Some complain that MITI is simply trying to expand its 
influence and that the ministry's timetable 1s too short. 
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Others doubt that microeconomic action will prove 
effective in the long-term and add they are being victim- 
ized for their own export success. 


“Expanding imports is the price we have to pay to avoid 
the much worse alternative of managed trade by the 
U.S.,”" says Masanori Morioka, an economist at C. Itoh 
and Co. 


Import boosters 


MITI’s request that exporters double their imports in 
yen terms by fiscal 1993 comes in the wake of numerous 
other import-boosting announcements. 


In June, ministry officials advised executives from more 
than 300 major companies to boost finished product 
imports by 30 percent this year, up from their planned 
14.9 percent increases. 


Later in the summer, the ministry announced it will start 
providing tax incentives and low-rate loans in 1990 to 
importers of manufactured products. 


MITI officials are now demanding that the top 50 
exporters, who account for 60 percent of the total value 
of Japan’s exports, take almost immediate action. 


For Japan’s automakers, that’s a relatively easy task. 
Many have opened plants overseas and can ship finished 
products back to Japan. 


Already, Toyota Motor Corp. has said it plans to import 
Y 300 billion worth of products, mostly cars and parts, by 
fiscal 1992, up 150 percent over 1988. 


Nissan Motor Co., meanwhile, plans to double its 
imports by fiscal 1992 and to cut worldwide exports by 
85,000 to | million units in the same period, by raising 
its local production ratio from 33 percent to 50 percent. 


Honda Motor Co. and Mazda Motor Corp. also have 
announced plans to import thousands of cars made in 
their U.S. plants. 


In cortrast, say executives, electrical machinery makers 
and many other major exporters will find it more diffi- 
cult to double imports, particularly if they do not have 
offshore production plants. 


“We recognize the need to buy more foreign goods, but 
it’s impossible to just disregard the profit picture when 
working out a plan,” complains a Hitachi Ltd. executive. 


He warns that hasty moves to locate overseas and to 
import more products could lead to the gutting of 
domestic industries. ““We just wish we had more time,” 
he says. 


The actions of two electronics manufacturers illustrate 
the new import drive. 


Responding to MITI’s guidance, Coanon Inc. immedi- 
ately mapped out a plan to quadruple its imports—from 
Y70 billion this fiscal year to Y280 billion in three to five 
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years. But the firm’s 73 percent ratio of exports to sales 
will make the evolution painful, observers say. 


Matsushita group companies, meanwhile, plan to double 
their import volume—from Y200 billion ot Y400 bil- 
lion—by 1993. 


In October, Matsushita Electric Industrial Co. and its 12 
affiliated companies distributed sales catalogues fea- 
turing 180 foreign products to 100,000 employees. 


The idea appears to have worked. That month alone, the 
company sold 70,000 individual product, with sales 
topping Y680 million, considerably higher than projec- 
tions. Products ranged from gold and diamond jewelry to 
kitchen knife sets from West Germany and Italian 
fashion watches and accessories. 


Domestic demand 


To Japanese economic commentators and executives, 
MITI’s recent import promotion plans are being greeted 
with some suspicion. 


MITI officials have said that their programs are designed 
to boost imports at a time when macroeconomic mea- 
sures to spur domestic demand for imported goods are 
having little impact. 


MITI has been trying to responed to demands of U.S. 
negotiators made during recent Japan-U.S. Structural 
Impediments Initiative talks. The ministry is particu- 
larly concerned that failure to boost imports will lead the 
U.S. to pass more protectionist legislation. 


Some industry leaders disagree. While worried about 
future U.S. actions, they note that excessive ‘‘adminis- 
trative guidance”’ could undermine corporate activities. 


While such guidance connot be enforced, it is usually 
seen as an obligation. And some executives believe such 
plans are simply an attempt by MITI to manage trade 
and to control corporate activities at a time when the 
ministry’s influence has been declining. 


Besides the import promotion schemes, the executives 
also bristle at suggestions that they trim their exports as 
a way to reduce Japan’s trade surplus. 


Recently, a senior member of the ruling Liberal Demo- 
cratic Party with close ties to Prime Minister Toshiki 
Kaifu unofficially suggested that MITI ask automakers 
to cut annual exports to the U.S. by | million units. 


That’s about 40 percent of the 2,700,000 cars delivered 
there last year. At an average cost of $10,000 each, such 
a move would cut the trade surplus with the U.S. by 
one-fifth. 


Meanwhile, other executives of export-dominated com- 
panies are demanding that MITI extend its target year to 
at least fiscal 1995, arguing that the current deadline is 
not long enough. 
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Japan's yen-denominated export value in fiscal 1988 was 
lower than in fiscal 1984. And of the nation's top 50 
exporters in fiscal 1988, 25 said their exports were lower 
than four years earlier. 


In dollar terms, Japan's more than $50 billion trade 
surplus with the U.S. has failed to shrink, largely because 
of the yen’s advance since 1985 against the greenback. 


Indeed, executives note that their biggest problem is 
currency fluctuation. They add that Tokyo and Wash- 
ington should together push for macroeconomic adjust- 
ments, including currency stabilization, before resorting 
to measures such as the import doubling plan. 


Trade Minister Urges Incentives for Imports 


OW08 12211389 Tokyo JIJI in English 1239 GMT 
8 Dec 89—FOR OFFICIAL USE ONLY 


[Text] Tokyo, Dec. 8 (JIJI PRESS)—International Trade 
and Industry Minister Hikaru Matsunaga Friday urged 
the government to be more positive toward introducing 
new tax incentives to promote imports. 


Drastic import promotion measures, along with a high 
economic growth led by domestic demand, are needed to 
help correct trade imbalance between Japan and the 
United States, Matsunaga told Prime Minister Toshiki 
Kaifu. Matsunaga also insisted that the government 
maintain the current positive economic management. 


In view of a fast economic growth reported for the 
July-September second quarter of the current fiscal year, 
Japan will be able to sustain the high growth in the next 
fiscal year, he said. 


The Economic Planning Agency reported Wednesday 
Japan’s real gross national product (GNP) grew at an 
annual rate of 12.2 percent in the July-September period. 


Kaifu’s Leadership in Tax Revision Questioned 


OW0312051589 Tokyo THE JAPAN TIMES 
in English 2 Dec 89 p 9—FOR OFFICIAL USE ONLY 


{Article by Toshio Jo, staff writer: ““Leadership Seen 
Lacking in Tax Revision”’} 


[Text] The ruling Liberal-Democratic Party [LDP] had 
enormous trouble working out proposals to modify the 3 
percent consumption tax because of an apparent lack of 
strong leadership within the party. 


As the revision process was repeatedly delayed, some 
LDP legislators showed a sense of frustration, saying the 
party is incapable of making a major decision. 


Prime Minister Toshiki Kaifu, who had made a public 
pledge to revise the tax “drastically,” stayed on the 
sidelines throughout haggling on the party’s tax reform 
package. 
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A top Tax Council member has said the consumption tax 
did not need to be revised on economic grounds. He said 
this was a political matter from the start. 


Kaifu reportedly preferred making food tax-exempt. 
However, the Finance Ministry as well as LDP politi- 
cians lobbying for the agricultural and fishery sectors 
staunchly opposed the idea. 


The revision process has left a potentially troublesome 
rift within the party. Two of the most influential LDP 
members, former Prime Minister Noboru Takeshita and 
former LDP Vice President Shin Kanemaru, disagreed 
over how the tax should be modified. Both men are 
leaders of the LDP’s largest faction. 


A senior member of the party’s Tax Council lamented: 
“This party lacks strong leadership to get things 
moving.” 


After the party missed a self-imposed deadline of 
Thursday midnight for working out revision plans, 
another LDP lawmaker Seiichi Ota, expressed strong 
frustration. 


“The party cannot afford to consume so much time (in 
revising the tax),”’ he said. “It is time that we became 
realistic enough to consider forming a coalition with 
other parties to get things done.” 


With the opposition camp holding a majority in the 
Upper House, chances are that bills to implement the 
party’s revision proposals will not pass the chamber. 


The opposition camp wasted no time criticizing the 
LDP’s revision proposals. “They are nothing but an 
attempt to hide the consumption tax from the eye of 
consumers,” said Shigeru Ito, a top policymaker of the 
Japan Socialist Party. 


Shop owners also raised doubts over the LDP’s tax 
revision proposals, arguing that the drop in consumer 
prices would be insignificant. 


One grocery shop owner said his shop’s business would 
become complicated dealing with two different tax rates. 


LDP Diet members themselves seemed to be far from 
enthusiastic about the tax revision proposals. 


One lawmaker said: ““The compromise plan is not simple 
and not impressive.’’ Even Deputy Tax Council 
Chairman Mutsuki Katoh said he was dissatisfied with 
the revision proposals. 


Political attention is now shifting to the forthcoming 
election, which is expected to be held in February, with 
the tax being the main issue at hand. 


Consumer movement leaders said the consumption tax 
should be abolished so that the Diet can discuss tax 
reform from scratch. 
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New Tax Revision Termed ‘Failure,’ ‘Nonstarter’ 


OW06 12045989 Tokyo THE DAILY YOMIURI 
in English 4 Dec 89 p I—FOR OFFICIAL USE ONLY 


(“Political Pulse’”’ column by YOMIURI SHIMBUN 
political editor Raisuke Honda: ‘Tax Plan Hardly Likely 
To Satisfy Public’’] 


[Text] After the Liberal Democratic Party [LDP] 
announced its plan to revise the consumption tax, a 
number of people asked me, “‘How does the LDP pos- 
sibly think they can win in the next election?” 


It’s very good question. The plan, more political than 
practical, is an effort to help secure an LDP triumph in 
the coming House of Representatives election. However, 
even in that regard it is a failure. 


Hindered by their perceived responsibilities as the ruling 
party, the LDP has come up with a halfhearted revision 
scheme that pleases no one. 


Based on the plan announced Friday, the LDP will draft 
legislation that revises the consumption tax and submit 
it to the next ordinary Diet session in 1990 in the hope of 
putting the revisions into effect Oct. 1. 


However, these bills don’t have a prayer of passing the 
opposition-controlled House of Councillors even if they 
make it through the lower house where the LDP is in the 
majority. 


Aware that their revision plan is a nonstarter, LDP 
strategists are even more aware that they must do 
something to appease the public and make it at least 
appear that they are doing something to amend the 
wildly unpopular tax. Most members of the LDP blame 
their crushing defeat in the last upper house election on 
the consumption tax issue. 


In order to avoid defeat again, Prime Minister Toshiki 
Kaifu has taken every opportunity to assure the public 
that the LDP intends to thoroughly review the tax. 


Considering the unpopularity of the tax, Kaifu seems to 
be on the right track. However, if the LDP’s main goal in 
revising the tax is political, why have they done such a 
poor job of it? 


Its plan is not likely to send the puclic flocking to the 
polls waving LDP banners. 


The reason the LDP failed to drastically revise the tax as 
Kaifu promised was the result of a power struggle within 
the ruling party. 


A compromise at best, the plan essentially cuts the tax on 
food in half from 3 percent to 1.5 percent and levies it at 
the less visible production and wholesale stages. 


It also proposes to exempt expenses for childbirth, 
cremation, burial, education, and equipment for the 
handicapped as well as housing rental fees. 
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However, while formulating the plan, there were 
slanging matches between Kaifu and the LDP, the LDP 
and the Finance Ministry, and former Prime Minister 
Noboru Takeshita and Shin Kanemaru, former deputy 
prime minister and present chairman of the Takeshita 
faction. 


Complicated on the surface, these conflicts can be sum- 
marized as a battle between one group supporting a strict 
Finance Ministry taxation theory and another sup- 
porting a plan more paiatable to the public but a bit 
unrealistic. 


Fighting to keep the tax basically unchanged was a group 
including Finance Minister Ryutaro Hashimoto; 
Takeshita, who introduced the consumption tax; and 
members of the LDP Research Commission on the Tax 
System. The political pragmatists were represented by 
Kaifu, LDP Secretary General Ichiro Ozawa and Kane- 
maru. 


The plan as announced Friday was a compromise and as 
such will not satisfy a majority of the public, who will 
support nothing less than slashing the tax at all levels. 


Now, we will have to wait for the next election to find 
out if the LDP has made enough concessions to public 
opinion or if they have shot themselves in the foot again. 


* Exploring Issues of Changes in Fiscal Policy 


902A0019A Tokyo NIHON KEIZAI SHIMBUN 
in Japanese 19, 20 Oct 89 p 5—FOR OFFICIAL USE 
ONLY 


[19 Oct 89 p 5] 


[Text] “How will the consumption tax change govern- 
ment spending? Perhaps we should check present expen- 
ditures.” “Are revenue sources really drying up?” As the 
debate on the consumption tax gathers momentum, 
people are beginning to show concern, not only regarding 
the tax system itself, but also with regard to the nation’s 
intermediate and long-range economic goals. At a recent 
Fiscal System Council meeting (chaired by Eiji Suzuki, 
chairman of the Federation of Economic Organizations 
[Keidanren]), steps were being taken toward establishing 
intermediate goals for the reconstruction of government 
finances. Believing, therefore, that this would be an ideal 
time, we took the opportunity to explore various issues 
in the operation of the nation’s financial affairs. 


“We see no change in the method of allocating public 
project funds. Isn’t this rather strange?” The United 
States, which has been requesting Japan to increase its 
domestic demand by increasing public project appropri- 
ations in order to correct the trade imbalance, now has 
begun to switch its interest to the quality of Japanese 
public projects. The American Embassy staff in Japan is 
working hard to learn the way in which the budget for 
public projects in Japan is being put together. Some 
observers are saying that there is a distinct possibility 
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that this will become a subject of discussion at the 
U.S.-Japan Conference on Restructuring. 


The problem of appropriations for repairing and 
building infrastructures, in which the United States 
increasingly has been showing an interest, has to do with 
the method of allocating funds to each ministry and 
agency. The rate of allocation has become inflexible, 
having remained unchanged for the past 10 years. 


It is pointed out that in order for the Japanese people 
really to enjoy a lifestyle appropriate for citizens of the 
world’s largest creditor nation, it is essential that social 
investment in housing, public parks, transportation, and 
other sectors related to the standard of living be under- 
taken immediately. However, unless the method of 
budget compilation which is presently so restrictive is 
cast off, budget appropriations which place emphasis on 
living conditions cannot be increased. 


One official of the Ministry of Finance said discreetly, 
“The reason why this problem is so troublesome is that if 
we push it too hard, we will wind up colliding with the 
agricultural problem.”” The public projects designated 
for land improvement, road repair, and other basic 
agricultural improvements have played an important 
role in increasing agricultural output and in improving 
productivity; however, many are inclined to poit.t out 
that the use of the public project funds for agricultural 
improvement is coming to an end. In spite of this, 
however, the appropriation for basic agricultural 
improvements continues to maintain a 14-percent share 
of the total public project budget. Not only that, but in 
some cases it is tied to cost increases in other public 
projects. ‘Whenever we build a superhighway, we fre- 
quently run into state-owned land which has been set 
aside for public projects. In many cases, these projects 
have never been undertaken at all. Even then, we have to 
build a bridge so that a highway will not go through the 
land in question,” (an official of the Ministry of Con- 
struction). 


Refuting this, those connected with agriculture say, “The 
basic improvement fund is contributing to increased 
productivity. If this is taken away, farmers will have to 
carry the financial burden, which eventually will create 
problems which are far more critical.” 


However, it is a fact that budget compilation is carried 
out with equal attention paid to all ministerial offices 
and agencies. We have some people saying that, “If one 
considers Japan’s rapidly aging population, we must act 
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decisively in making social investments related to living 
conditions and do it while we can, at least, by the 
beginning of the 21st century. That means we have only 
10 years left.” 


i'rofessor Yukio Noguchi of Hitotsubashi University 
proposes a “secondary system for public projects.” It is 
politically very difficult to alter the allocation ratio of 
public project funds in the government’s general 
accounting; accordingly he has conceived the idea of a 
“secondary system for public projects,” functioning 
apart from the existing system. His system will entail the 
issuance of bonds, using the Industrial Investment Spe- 
cial Account which currently is part of the Financial 
Investment and Loan Account, and funds from this 
account will be spent mainly on urban development. 
However, many observers doubt whether such a method 
would serve as a “dam” which would withstand the 
pressure from politicians who aim for “public projects in 
their respective regions.” 


Some say discreetly that only foreign pressure will save 
the situation. As in the cases of external and internal 
price differences or streamlined distribution problems, 
the least time-consuming way of planning for change in 
funding public projects is to put the blame on the United 
States which is requesting an improved trading structure. 


The appropriation for the public project budget is an 
example which demonstrates most cogently the inflexi- 
bility existing in fund allocation. In the general 
accounting procedures, as a whole, moreover, budgetary 
increases in every ministry and agency are uniformly 
curbed. Although there are exceptions, such as pension 
plans and ODA [Official Development Assistance], they 
tend to be limited to a category involving the problem of 
aging or to external pressure. For this reason, we hear 
some saying, “In deciding those areas which will receive 
priority funding, we should discuss the problem in such 
a way that it would provide people with a dream for the 
coming 2Ist century,” (Mr Suzuki, chairman of the 
Keidanren). 


If it becomes necessary to cut off funding for low priority 
items, it would be very difficult to overcome the resis- 
tance mounted by ministries and agencies which would 
lose funding or from supporting politicians. How then to 
come up with a mechanism allowing budgetary addi- 
tions, on one hand, while conceding some possible 
deprivation, on the other? This would appear to be the 
major problem to be faced. 


Change in General Public Project Budgetary Aporeprintions (beginning budget base, 100 million yen, numbers in 
parentheses indicate percentage) 
1975 1980 1985 1986 1987 1988 
Total Appro- 26,711 63,550 62,076 61,359 60,173 60,173 61.306 
priations 
General Public (100.0) (100.0) (100.0) (100.0) (100.0) (100.0) (100.0) 
Projects 
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Change in General Public Project Budgetary Appropriations (beginning budget base, 100 million yen, numbers in 
parentheses indicate percentage) (Continued) 

1975 1980 1985 1986 1987 1988 
Construction- 18,188 43,305 42,336 41,848 41,037 41,018 41,789 
related 
Construction- (68.5) (68.1) (68.2) (68.2) (68.2) (68.2) (68.2) 
related 
Agriculture/ 5,442 13,907 13,664 13,508 13,247 13,266 13,516 
Forestry 
Fishery-Re- (20.4) (21.9) (22.0) (22.0) (22.0) (22.0) (22.0) 
lated 
Transporta- 1,932 4,036 3,878 3,834 3,760 3,761 3,832 
tion-related 
Transporta- (7.2) (6.4) (6.2) (6.2) (6.2) (6.3) (6.3) 
tion-related 
Others 1,046 2,301 2,197 2,169 2,127 2,127 2,168 
Others (3.9) (3.6) (3.5) (3.5) (3.5) (3.5) 3.5 
[20 Oct 89 p 5] projects decided by the present generation would have to 


[Text] ““The National Railway Liquidation Corporation 
is liable for a yearly interest payment of more than | 
trillion yen. With the huge amount of money being 
wasted in this manner, it would appear that we can easily 
build a new Kansai Airport or a Great Seto Bridge.” 
Using this as an example, an official of the Ministry of 
Finance emphasizes the “terrifying aspect of borrowing 
money.” 


Even if no debt bonds were to be issued in 1990, the 
amount of outstanding bonds already issued by the 
government totals over 160 trillion yen. The Ministry of 
Finance claims that, in order to reduce the cost involved 
in the issuance of bonds, which currently represents 19 
percent of the total expenditures, and to increase policy- 
related expenditures, it will be necessary to reduce the 
cost involved in the issuance of construction bonds and 
to decrease the amount of outstanding bonds at the same 
time. 


However, unlike the public’s attitude toward “red-ink” 
bonds, which tend to have a somewhat villainous image, 
people are divided on the evaluation of the construction 
bonds. The purpose of issuing “red-ink” bonds is to 
make up for the difference between revenues and expen- 
ditures; namely, to cover deficits. Use of construction 
bonds, on the other hand, is limited to public projects 
and other similar uses. Their issuance is based on the 
idea that, since future generations can use the bridges 
and roads built by public projects, they should carry the 
resulting financial burden by paying interest, and that, 
therefore, construction bonds cannot be treated indis- 
criminately like some kind of villain. 


How, then, should we evaluate construction bonds? 
Professor Ryuichiro Tate of Aoyama Gakuin University 
takes the position that issuance of construction bonds 
should be cut in half. “It is the present generation which 
stands to benefit most from construction paid for by the 
revenues from bonds. Moreover, the bill for spending on 


be paid by subsequent generations in the form of 
interest, thus depriving them of the right to select 
projects which they need.” Professor Hikaru Ishihiro of 
Hitotsubashi University points out, “It is not fair to 
future generations unless the current generation pays at 
least half of the financial burden in the form of taxes to 
finance the projects which will be paid for by the sale of 
construction bonds. If this is done, a balance can be 
struck between costs to the present and future genera- 
tions.” 


Professor Yukio Noguchi of Hitotsubashi University, on 
the other hand, asserts that construction bonds are a 
financial resource which should be actively utilized. 
“The domestic surplus savings are flowing rapidly into 
foreign countries. If the government increases bond 
issues, surplus funds will be absorbed and put into 
necessary domestic investments. Since the payment of 
enormous amounts of interest will return part of the 
money to the bond holders, then, if viewed as part of the 
total economic picture, we cannot say that an interest 
payment is money wasted.” He also points out that the 
general accounting of government revenue and expendi- 
tures, including pension funds and the books for regional 
self-governing bodies, has been in the black since 1987, 
stressing the point that “those who claim that the trea- 
sury is not in a position to aliow for any additional 
expenditures are not being very accurate.” 


Those connected with financial circles warn of the 
danger of allowing the government bond market to 
shrink. ‘““What happened in England is that, as a result of 
the governmental reconstruction of its financial policy 
being carried out too extensively and too rapidly, the 
bond market has continued its downward trend. Once 
the market declines like that, it is very difficult to restore 
it,” (a major metropolitan bank). 


The Ministry of Finance, needless to say, takes the 
position that new bond issues should be reduced. It 
appears that the only reason advanced thus far by the 
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ministry is that “an increase in interest payments will 
take away essential flexibility in government spending.” 
I feel that they need to go beyond their concern for the 
balancing of accounts, and demonstrate their ideas and 
reasons for deciding upon a course of action to be taken, 
thus providing an opportunity for in-depth discussion in 
formulating fiscal policy. 


For example, to what extent should issuance of construc- 
tion bonds be reduced in order to maintain a healthy 
fiscal policy? Is it desirable to maintain a fiscal policy 
with a surplus balance just as England has done? How 
should construction bonds be utilized in order to main- 
tain social investments and to stimulate the economy 
effectively? Or should construction bonds not be utilized 
at all for these purposes? What steps should be taken to 
decrease the number of government bonds without 
adversely affecting the bond market, which now is 
regarded as a major financial commodity. These are 
some of the many points which need to be discussed. 


In addition, the Ministry of Finance should respond to a 
voice which says, “Very little data is available for the 
purpose of allowing a thorough consideration of the 
financial burden and any benefit created by the issuance 
of construction bonds, and any decision on this will 
concern both current and future generations.” For 
instance, more and more people are asserting that the 
Ministry of Finance should show not only a budgetary 
flow, indicating how the money from | year to another 
flows, but also a “stock budget” as well. This would be 
designed so that both the movement of government 
funded stock provided for by construction bonds and the 
debt situation resulting from the issuance of construc- 
tion bonds can be grasped at a glance. This will enable us 
to see clearly the benefits and the financial burden on 
future generations, something which a budget, showing 
only the amounts of annual monetary revenues and of 
spending, fails to do. 


Although reducing the amount of money involved in 
government bonds appears an ideal solution, we wish to 
know what would happen to government revenues in 
such an eventuality. Would the government have to 
continue its severe restraint in spending or would the 
natural increase in revenue permit the reduction in bond 
revenue without any difficu!ty? It is essential that the 
government provide provisional estimates covering var- 
ious situations which might arise. 


If the government presents to the public only the “theory 
of fiscal policy,” it will not be likely to attract support 
even if new fiscal policy reconstruction goals have been 
established. It must be based on the discussion of a wide 
range of topics dealing with financial burdens on present 
and future generations and the impact on the financial 
market and the world economy. 
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Bank of Japan Readies for Reorganization 


OW06 12234389 Tokyo THE JAPAN ECONOMIC 
JOURNAL in English 9 Dec 89 p 3—FOR OFFICIAL 
USE ONLY 


[Text] The Bank of Japan [BOJ] will carry out a sweeping 
reorganization next spring, according to a bank official. 


The reorganization—the first major shake-up since 
1981—is aimed at coping with the liberalization and 
internationalization of financial markets, observers say. 


The central bank is considering unification of market 
sections at its banking and foreign departments, the 
official said. At present, domestic short-term financial 
markets are operated by the banking department, and 
foreign exchange mrkets by the foreign department. 


The central bank is also studying establishment of a new 
department to oversee shaping of long- and medium- 
term plans, and to make external adjustments. 


The bank already has a policy planning department, but 
it is responsible only for relatively short-term measures, 
including changes in the discount rate. 


According to the official, the bank must restructure its 
policy planning operations to expand settlements in yen 
terms and maintain credit orders under reforms in the 
financial system. 


Observers expect the BOJ’s operation to change under 
the new administration of Yasushi Mieno, who will 
become governor Dec. 18, replacing Satoshi Sumita. 


Under Mieno, the official said, the central bank will 
consider unifying its government bond, cash and govern- 
ment depository departments. 


The bank aims to proceed with mechanization of the 
departments’ operations in order to improve efficiency. 
As a first step, an on-line system will be introduced for 
government bond-related services next year. 


The bank plans to unify window operations of the three 
departments with commercial banks at the same time, 
the official added. 


* Mitsui To Begin North Sea Oil Production 


WA0612040089 Tokyo NIHON KEIZAI SHIMBUN 
in Japanese 22 Nov 89 Evening Edition p 1—FOR 
OFFICIAL USE ONLY 


[Text] Mitsui Petroleum Development Company 
[Mitsui Sekiyu Kaihatsu] (whose main office is in Tokyo, 
and whose president is Junsaburo Yuri) and Arabian Oil 
will begin commercial production of crude oil in the 
North Sea off the coast of Norway beginning in July 
1990. This is the first time a Japanese petroleum devel- 
opment company has become involved in commercial 
production in Norway. The production rate is forecast to 
be 60-70,000 barrels per day (1 barrel equals approxi- 
mately 159 liters). Because Japan’s level of dependency 
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on the Middle Eastern countries for its crude oil supplies 
has only increased, the petroleum industry is hopeful of 
diversifying areas of procurement through commercial 
production in Europe. Both companies also plan to make 
use of this opportunity to promote their exploration 
Operations in the region. 


Production wall be in the (Gida) oilfield, which is located 
approximately midway between Norway and Britain. 
The grade of the crude oil is about 40 according to the 
standards used by the American Petroleum Institute. It 
is of lighter quality than Saudi Arabian Light, the Middle 
East benchmark crude, so that large amounts of gasoline 
and so forth can be refined. It is said to have a low sulfur 
content. 


BP Norway, a subsidiary of the British major interna- 
tional oil company British Petroleum (BP), will manage 
the oil field, and interests will be held by Conoco, the 
American firm, and Statoil, the Norwegian national 
petroleum company. Norske Moeko, a subsidiary of 
Mitsui Petroleum Development, and Norske AEDC, a 
Norwegian corporation of the Arabian Oil group, will 
each hold a 5 percent interest. 


Norske Moeko and Norske AEDC obtained approval 
from the Norwegian Government in May 1988 for the 
transfer of rights, and have drilled five development 
wells. They plan to sell the crude oil produced to the 
major oil companies, and, through a swap arrangement, 
to take delivery of an equal amount in Japan. This 
amount will be forwarded from a location close to Japan. 


International Effort Urged for Hypersonic Plane 


OW08 12085689 Tokyo THE JAPAN TIMES in Englis’ 
7 Dec 89 p 13—FOR OFFICIAL USE ONLY 


[By Hiroko Kimura, staff writer} 


[Text] The development of next-generation, high-speed 
commerical air transport was given a boost Nov. 29 
when seven firms from the United States, Europe and 
Japan applied for a Y28 billion project to jointly develop 
jet engines for airliners capable of traveling between 
Tokyo and New York in three to five hours. 


The eight-year project will be the first large-scale, inter- 
national, industrial technology research project to be 
financed entirely by the Ministry of International Trade 
and Industry (MIT1). 


The firms include Pratt & Whitney and General Electric, 
both major U S. engine makers, Rolls-Royce of Britain 
and SNECMA, a French aircraft maker. The Japanese 
firms are Ishikawajima-Harima Heavy Industries Co., 
Mitsubishi Heavy Industries, and Kawasaki Heavy 
Industries. 


‘““We welcome the foreign participation,” said Masaharu 
Takamatsu of the ministry’s research administration 
division. 
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He admitted that the Japanese Government has been 
criticized for using such a project to subsidize research 
for commercial use, giving Japanese companies an unfair 
competitive advantage. 


“We want to avert the criticism by inviting applications 
from foreign firms to launch the research for a basic 
technology of new engine system,” he said. 


The ministry previously succeeded in developing the 
V-2,500 jet engine by teaming up with the U.S., Britain, 
West Germany and Italy. The engine was recently com- 
mercialized for use on the Airbus Industrie A320. 


“Although the project involves sensitive technology, we 
believe that international cooperation will work this 
time as well,” he said. 


MITI plans to seek Y 1.7 billion in the fiscal 1990 budget 
appropriation for the project, which involves research 
and development of a methane-fueled, hypersonic 
ramjet engine, capable of Mach 5 (five times the speed of 
sound). 


Takamatsu explained that the research effort will aim at 
building a prototype combined cycle engine—a combi- 
nation of a ramjet engine and a turbojet engine. Present 
jumbo jets are powered by turbojet engines which enable 
them to fly at speeds of u» to Mach 0.9. 


The main problems will be the design of a new propul- 
sion system that will reduce noise and increase the range 
and efficiency of next-generation aircraft, Takamatsu 
said. 


The aircraft would also need new materials capable of 
withstanding temperatures of up to 2,000 C, said Takeo 
Iwaki, general manager of the engineering division at the 
Society of Japanese Aerospace Companies (SJAC). The 
SJAC has been commissioned by MITI to conduct a 
feasibility study of next-generation commercial pas- 
senger jetliners. 


“The success of the high-speed aircraft depends heavily 
on the development of light, hyper-heat-resistant com- 
pounds together with the new engine system,”’ Iwaki 
said. 


The SJAC predicted that world demand for 300-seat 
supersonic transport (SST) and hypersonic transport 
(HST) that can fly at Mach 2.5 and Mach 5, respectively, 
will be between 500 and 1,000 units at the beginning of 
the 21st century. 


The demand forecast for the SST and HST was based on 
the assumption that passengers on long-distance interna- 
tional flights, to which such aircraft are best suited, will 
grow an average 6.7 percent annually from 50 million in 
1985 to 250 million in 2010. 


SJAC hopes to build an experimental aircraft by early 
next century and start commercial flights in 2010. 
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“It is difficult for one private company to develop such 
high-speed transport,” said a spokesman for Mitsubishi 
Heavy Industries. 


At least Y2 trillion is said to be required to develop such 
a high-speed aircraft. 


“International cooperation is necessary for such a large- 
scale project in order to minimize technical and cost 
uncertainties,”’ he said. 


Techology Developed To Mass Produce Titanium 


OW0112190889 Tokyo MAINICHI DAILY NEWS 
in English 29 Nov 89 p 7—FOR OFFICIAL USE 
ONLY 


[Text] Mitsubishi Metal Corp. has announced that it has 
developed precision-molding technology to mass- 
produce pure titanium and titanium alloys. 


The new technology makes the precision processing of 
pure titanium and titanium alloys much easier, officials 
said. As a result, both will find wider applications in 
sporting goods, medical instruments and chemical plant 
equipment, they said. 


Titanium is known to be very light, yet strong and 
resistant to rust. But it reacts easily to other metals and 
is therefore difficult to mold. Using a ceramic mold, this 
weakness has been over-come, the official said. 


Japanese Emigrants Seek Higher Quality of Life 


OW0212094589 Tokyo THE JAPAN TIMES 
in English 1 Dec 89 p 3—FOR OFFICIAL USE ONLY 


[By staff writer Hideko Sakuma] 


[Text] Large numbers of Japanese used to emigrate to 
other countries to escape harsh economic .onditions. 
Today, some Japanese still choose emigration even 
though Japan has become an economic power attracting 
thousands of foreign workers. 


Their reasons differ from the poor farmers who worked 
at menial jobs in Hawaii and South America decades 
ago, however. 


Most of today’s Japanese emigrants are seeking a higher 
quality of life that includes a more relaxed environment 
for their children and business opportunities that take 
advantage of the higher value of the yen. 


The number of Japanese who acquired permanent visas 
from foreign countries has gradually risen since 1983, 
when it hit a postwar low of 2,349. This figure is 
increasing as a greater number of would-be emigrants are 
submitting applications to recipient countries and 
seeking consultations on emigration. 


Last year, a total of 1,638 Japanese emigrated to the 
United States, 497 to Australia, 341 to Canada, 33 to 
Brazil, 13 to Paraguay, six to Argentina °nd one to 
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Bolivia, according to the Japan International Coopera- 
tion Agency [JICA], a Foreign Ministry-affiliated agency 
which handles the emigration of Japanese. 


Yosuke Tamabayashi, an official of JICA’s emigration 
planning and survey section, said that while Canada and 
Australia are becoming increasingly popular among the 
Japanese as destinations for emigration, the number of 
applicants to South American countries is decreasing. 


Australian Immigrant 


“I decided to emigrate when I realized I would have to 
devote all my life to raising my children and sending 
them to universities if I stayed in Japan,” said Kimio 
Sumitomo, 46, an electronics engineer, who emigrated to 
Brisbane, Australia, from Gifu Prefecture in 1982. 


“Sending all three children to universities, especially to 
private ones, was not financially possible for an ordinary 
company worker in a rural town like me,” he said. 


Financial problems were not the only reason for Sumit- 
omo’s emigration, however. He said that he was also 
attracted to Australia’s education system, adding that it 
would help make his children bilingual as well as inter- 
national-minded. 


Naoko Ohkohchi, 48, who emigrated to Vancouver, 
Canada, in 1970, pointed out that recent Japanese emi- 
grants do not share the same sentiments of past emi- 


grants. 


The Japanese emigrants who worked in Hawaii's sugar 
cane fields beginning in 1868 or on Brazilian coffee 
plantations from 1908 are often characterized as leaving 
Japan with the determination to strike it rich. Today, 
this resolution is gone as today’s emigrants move to 
foreign countries for an easier life and a better environ- 
ment. 


Ohkochi said: “Emigration today is, so to speak, a 
second career in life. Vancouver, for example, is now 
chosen by former employees of first-class Japanese com- 
panies who were stationed there and decided to stay 
when asked to return home or who came back after they 
retired.” 


The relaxed pace of Canadian life, the education system, 
beautiful scenery and reasonable real estate prices are 
attracting more Japanese to Vancouver, Ohkohchi said. 


Applications Increase 


Canadian and Australian embassies in Japan affirmed 
the increase in the number of Japanese immigrants and 
applicants into their countries in recent years. 


John Mizobuchi, an immigration councilor at the Cana- 
dian Embassy, said there was a significant rise in the 
number of applications submitted by Japanese inter- 
ested in investment and entrepreneurial programs begin- 
ning last year. 
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To be qualified for the programs, one has to start a new 
business, buy a company in Canada or invest at least 
C$250,000 for more than three years in a Canadian 
company with assets worth more than 500,000 Canadian 
dollars, Those wishing to retire to Canada are required to 
have spent some time in the country before emigrating. 


In Australia, which is also encouraging foreign invest- 
ment, one must start a new business or invest 350,000 to 
850,000 Australian dollars, depending upon the age of 
the investor, said George Horvath, the first secretary of 
immigration at the Australian embassy in Japan. 


Even though the number of emigrants has jumped 
recently, those who wish to emigrate must go through a 
tight screening process by recipient countries who ques- 
tion them on matters such as their professional skills and 
language ability. 


Yoshikazu Noguchi, an official in charge of emigration 
at the Tokyo Metropolitan Government's International 
Coordination Office, said: “‘Many of the people who 
come here for consultations are in their early 20's and 
lack concrete plans, but they are still eager to emigrate to 
Canada or Australia where they visited as tourists or on 
a government sponsored working holiday program.” 
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Advice for Emigrants 


“We advise would-be emigrants to visit the recipient 
countries first before emigrating and then acquire the 
knowledge, professional skills and language ability 
required to live there,” he added. 


Sumitomo, who emigrated to Australia, said he is satis- 
fied with his life in Australia and is not planning to 
return to Japan at the moment. But he said his emigra- 
tion was, after all, “an escape from reality” just as it was 
for others who emigrated because they did not fit into 
Japanese society. 


He said the elite who have greater chances in Japan 
would never think of emigration. “If my children were 
the smartest in their class, or if | was the most capable in 
my company, I would never have thought of emigrat- 
ing.” 


However, deciding to emigrate was difficult, Sumitomo 
recalled. He made up his mind after having assured 
himself that he had nothing to lose and after learning 
that Australia had a good unemployment insurance 
system. 


“You must be confident that you will become self- 
supporting. Emigration for me was a departure from the 
past 30 years of my life and was not just a sightseeing 
trip,”’ he said. 
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68 NORTH KOREA 


Progress in U.S.-DPRK Relations Examined 


OW0712040189 Tokyo MAINICHI SHIMBUN 
in Japanese 29 Nov 89 Morning Edition p 4—FOR 
OFFICIAL USE ONLY 


[“"News—-Today and Tomorrow" column by Editorial 
Board member Yasuhiro Maeda: “Signs of Rapid 
Progress in U.S.-DPRK Contact—‘Clue’ for Exploring 
Reunification Issue’ 


[Text] The crumbling of the “Berlin Wall” and other 
rapid changes in the Soviet-East European situation are 
beginning to have subtle effects on the Korean peninsula. 


One example is that DPRK President Kim Il-song paid a 
clandestine visit to Beijing, where he exchanged views 
with Deng Xiaoping and other top Chinese leaders on 
adherence to the socialist system and ways of promoting 
reform and opening. 


On 22 November, ROK President No Tae-u visited 
Hungary, where reforms are in progress, for the first 
time, thus advancing the “northern diplomacy” of 
building cooperative relations with the socialist bloc. 


The actions by the these two leaders were ways of coping 
with the changes in the international situation. They 
both merit attention, since they are directly linked to a 
matter of the gravest concern to the Korean peninsula— 
will the division of the nation continue for a long time or 
will reunification be achieved? 


The attention of the world is now being focused on 
North Korea in particular, and on the way it carries out 
its peculiar socialist line in a corner of Northeast Asia. 
Lately, signs of *‘U.S.-DPRK rapprochement” have been 
reported. 


Gaston Sigur, former assistant undersecretary of state, 
who was charged with the formulation and implementa- 
tion of U.S. East Asian policy under President Reagan, 
paid a week-long visit to Pyongyang for the first time in 
late October. At the same time, councillors at the two 
countries embassies in Beijing reopened contacts for the 
first time in 5 months, indicating that the two sides are 
groping for ways to improve ties at a rapid pace. It is 
believed that the visit to Pyongyang by Sigur, known as 
the most capable Korean expert in the United States, 
reflects the Bush administration’s intentions. It is of such 
grave significance to both the United States and North 
Korea that it can be regarded as their first contact since 
the Korean war. 


In Pyongyang, Sigur met vith Ho Tam, Political Com- 
mittee member and secretary, as well as chairman of the 
Committee for the Peaceful Reunification of the Father- 
land, and who is widely regarded as President Kim's 
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closest associate. There, Ho Tam was extended an offi- 
cial invitation to attend an international seminar to be 
held in the United States next spring. 


To date, North Korean leaders have not visited the 
United States other than to attend UN General 
Assembly sessions. If and when Mr Ho Tam's visit to 
Washington materializes, efforts for improved ties 
between Washington and Pyongyang, including contacts 
between officials of the two governments, are expected 
to show progress. 


Sigur returned home after stopping over in Seoul and 
Tokyo. There are indications that this was meant to 
gauge reactions from Japan and South Korea in pro- 
moting policy for improved relations with North Korea. 


President Kim's sudden visit to Beijing came immedi- 
ately after Sigur's visit to Pyongyang. It is believed that 
the visit was prompted by the need for emergency talks 
on the North Korean policy of opening to the outside 
world and China's mediation in order to promote rap- 
prochment with the United States. 


Since former Secretary of State Kissinger arrived in 
Beijing while President Kim was there, speculation was 
rife that they had “secret contacts” under the mediation 
of China. Rumors were also rife that former Secretary 
Kissinger might have flown to Pyongyang after President 
Kim returned home. 


Without a moment’s delay, North Korea again proposed 
to Washington and Seoul on 9 November that they hold 
“tripartite talks.” Although the contents of the Kim 
Il-song-Deng Xiaoping talks have not yet been officially 
announced, undoubtedly the meeting was greatly 
affected by the establishment by the ROK of diplomatic 
relations with Hungary in February and with Poland in 
November, respectively. The East European countries 
which have, to this point, maintained deep relations with 
North Korea, have made a bold move toward “two 
Koreas” in rapid succession. 


Visiting Washington in October, President No Tae-u 
expressed to the U.S. Congress Seoul's intention to push 
forward its separate membership in the United Nations. 
Thus, through the cooperation of the United States and 
Japan, Seoul went on to make steady progress in its 
diplomatic efforts to “pull down the outer fence” of 
North Korea. A Chinese source in Beijing guesses that 
the biggest aim of President Kim's visit to China was to 
urge Beijing not to hurry toward rapprochment with 
Seoul at the present moment. 


Western observers believe that China and North Korea, 
which harbor a sense of crisis regarding the situation in 
the reform-swept Soviet Union and East Europe, 
acknowledged themselves to be “the main current of 
socialism” and agreed to take concerted steps. 
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At such a juncture, a party congress was convened in 
Romania in a corner in Eastern Europe, at which 
General Secretary Ceausescu, who seeks to strengthen 
one-party rule, touted the achievements of socialism 
and stressed friendly relations with China and North 
Korea. 
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It is too early yet to predict whether the bipolarization of 
the socialist bloc over “self-reform,” including the 
German reunification issue, will broaden or narrow the 
range of options for the Korean peninsula in the Asian 
region, However, it is beyond doubt that U.S.-North 
Korean contacts are the only “clue” to that question at 
the present moment. 
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70 CAMBODIA 


Pol Pot Allegedly Still Supreme Leader 


OW0612110989 Tokyo MAINICHI SHIMBUN 
in Japanese 5 Dec 89 Morning Edition p 7—FOR 
OFFICIAL USE ONLY 


[By correspondent Hiroshi Aramaki} 


[Text] Bangkok, 4 Dec—In Cambodia, where fierce 
fighting continues between the Heng Samrin government 
troops and the Pol Pot faction’s forces, photographer 
Michio Mitome (under special commission by the 
MAINICHI SHIMBUN) has confirmed that the Pol Pot 
forces have recaptured Mt Melai, the biggest military 
base near the Thai border, when he visited the mountain 
in late November. Cadres of the faction have also told 
Mitome: “Our current goal is to capture the second 
largest city in Cambodia, Battambang, and to create 
favorable conditions for a political settlement. Former 
Prime Minister Pol Pot himself devises the major battle 
plans.” He thus disclosed that Pol Pot is still the highest 
leader in command. 


Mt Melai is the Pol Pol faction’s military stronghold, 
which was taken by the Vietnamese troops in February 
1985. It is located inside Cambodian territory, about 15 
kilometers south of the Thai border town of Aranyapra- 


thet. The area is a mountainous region, where a group of 


large and small mountains is located, whose highest 
altitude is 394 meters. 
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Mitome visited the area for 4 days from 29 November to 
2 December and met Sopheap, the commanding officer 
of the Mt Melai area at the faction’s 73d Base in the 
jungle on the mountainside. 


According to the commander, fierce fighting with the 
Heng Samrin Army has occurred since 4 November. Mt 
Melai was recaptured on 15 November. Five Soviet- 
made artillery pieces and mortars, including 120 mm 
and 82 mm calibers, as well as new-model machine guns, 
which can fire 40 rounds at one time [as published], were 
found on the peak. About 150 soldiers of the Heng 
Samrin Army were captured during the recent fighting, 
most of them young boys only 15 or 16 years old. In the 
mountainous area about 8 kilometers southwest of Mt 
Melai, there was a stronghold with a sign reading “Viet- 
nam, 1986". 


Pol Pot resigned as supreme commander of the Khmer 
Rouge Army in 1985 and assumed the post of director of 
the National Defense Institute. He is considered to have 
withdrawn from the front line. However, Commander 
Sopheap stated: “Although Pol Pot is not involved in 
actual fighting, he devises all important battle plans. 
Khieu Samphan, vice president of the Coalition Govern- 
ment of Democratic Kampuchea, also listens to Pol Pot’s 
views,” 
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Guerrilla Leader on Muslim Mindanao Issue 


OW05 12111889 Tokyo TOKYO SHIMBUN in 
Japanese 

2 Dec 89 Morning Edition p 6—FOR OFFICIAL USE 
ONLY 


[By correspondent Norihisa Sawaki] 


[Text] Manila—The Aquino government of the Philip- 
pines recently conducted a residents’ referendum on the 
question of creating autonomous districts in the 
southern Muslim-populated areas. The Aquino govern- 
ment, receiving popular support on the question from 
only 4 of the 13 provinces and 9 cities where the 
plebiscite was taken, has suffered a major setback in its 
Muslim policy. This situation and the problem of an 
uprising from within the military, which started on | 
December, are shaking the Aquino government from 
within and without. Misuari Sema, chairman of the 
North Cotabato Revolutionary Committee of the Moro 
Nationa! Liberation Front (MNLF)—a Muslim guerrilla 
organization on Mindanao Island fighting for southern 
independence—granted an interview to this reporter 
shortly before the referendum. The following is a sum- 
mary of the interview, in which he explained the 
demands of the MNLF and how he expects the organi- 
zation to wage its future struggle. 


{[Sawaki] The Autonomous Law being put to a refer- 
endum is said to be the materialization of the “Tripoli 
agreement,” an accord the Marcos government con- 
cluded with the MNLF and Libya in Tripoli after inten- 
sified fighting in 1976. The MNLF has been complaining 
that, while the agreement provided for the granting of 
autonomy to 13 provinces, the Autonomous Law pro- 
posed that only the provinces and cities where the 
majority of residents supported the referendum law 
become autonomous districts. The MNLF has been also 
complaining that the MLNF, which was a party to the 
agreement, was not permitted to participate in drafting 
the law. What is the position of the MNLF regarding the 
residents’ referendum? 


Tripoli Accord Ignored 


[Sema] We shall boycott the Autonomous Law since it 
disregards the Tripoli Agreement. Among the 13 prov- 
inces at issue are those in which the Christian popula- 
tions hold majorities, but it is not a question of whose 
numbers are greater. Autonomy must be granted to the 
whole of the southern territories. The only condition 
acceptable to us is that either the Tripoli agreement is 
adhered to or we gain independence. The MNLF had 
sought complete independence, but, in the agreement, it 
agreed to remain autonomous within the framework of 
the Philippine state. In other words, the agreement itself 
was a concession for us. It is now the government's turn 
to observe the agreement faithfully. 


[Sawaki] There are voices of criticism about the Auton- 
omous Law, pointing out: |) Even though the establish- 
ment of an Islamic court is recognized, the state law is 
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supposed to supersede the Islamic law when the latter 
comes into conflict with the former, and 2) much of the 
natural resources which are crucial to economic devel- 
opment are to be placed under state control; conse- 
quently, the interests of the local areas cannot be 
reflected. 


[Sema] This is not a problem of individual clauses being 
rejected. We boycott the law in toto. President Aquino 
has no interest in having talks with either the MNLF or 
the Islamic Congress Organization (ICO). Ninoi Aquino, 
the former senator who was assassinated, understood the 
MNLF, and it was for that reason that we supported Mrs 
Aquino in the presidential election, but... 


(The late Senator Aquino publicly announced adherence 
to the Tripoli agreement while engaged in the anti- 
Marcos campaigns, and it is said that when Mr Aquino 
was assassinated trying to enter Manila from the United 
States, he was carrying a passport listing an alias which 
had been provided by the MNLF.) 


[Sawaki] What is your forecast on the outcome of the 
referendum? 


[Sema] A senior adviser to the president has suggested an 
offer of money if we, rather than boycott the referendum, 
participate in it and cast opposing ballots. What they are 
trying to do is probably to manipulate ballots so that 
support for the law is obtained from about five or six 
provinces. We are boycotting the referendum itself to 
deny the legal justification for it. 


[Sawaki] Is the MNLF expecting the fighting to intensify 
after the referendum? 


[Sema] We have completed preparations for military 
confrontation, but orders are to “be thorough in 
defense.” This is our land. If fighting breaks out, people 
are sacrificed, but it is certain that some kind of trouble 
will occur after the referendum. 


Seventeen Battalions Under His Command 


[Sawaki] What forces do your have under your com- 
mand? 


[Sema] The areas under my control are the three prov- 
inces of North Cotabato, Sultan-Kudarato, and Magin- 
danao in central Mindanao Island. I have 1|7 battalions, 
each of which is has a complement of 744 soldiers. Seven 
of them consist of regular army troops. 


{Sawaki] Such countries as Libya are said to be providing 
weapons. 


[Sema] There has been international assistance and there 
are some self-made manual launching mechanisms. 
Some arms are taken from government troops and some 
have been bought from them. 


[Sawaki] Is it easy to buy arms from the troops? 


[Sema] In fact, we will soon acquire five M-14/M-16 
automatic rifles (both made in the United States) from 
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them soon. As you can see, you cannot believe what [Sema] Most of them learn to fight on the battlefield. 
those troops say. Those troops cannot run us down. Discipline, conviction, and perception of rights become 

: better weapons for them than arms. We can fight even 
{Sawaki] Are your soldiers trained in the Middle East as — without anti-aircraft weapons—with knives only. We 
claimed by reports? shall attain our objectives if it takes 100 years. 


FOR OFFICIAL USE ONLY 


